■'“*'** 



'<it$ 


L "4Sb 




^//wwwJTxom 

FT Weekend tomorrow 
The myths 
and the 
mummies 





FRIDAY AUGUST 28 1998 

Games software 
Computers still have 
a long way to Go 
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Britain's rich region 
Looking to rival 
Hamburg and Paris 
Pages 


•V>S/3k 

-7 

’ Pn.s M , r 7/P0* 


1 h v 


“ : " u 
1:. .in l 

s 3'55&- 

..... , lta ' ttnall JSh 
, ‘ ^ tie rah* h 

.; LWi lo am 
1 the index *? 

' ' ;" r ; ;‘«n » per ^ 

*">> abooi y 
1 ^'ilue.igauigfe 

ba h „ 

' iiwpire tl* 
••■••• Tin- R om mjj 
' P ‘ : "N-r almost 7 P 

> tie bollw 
' "•MlUlfl 

• I’nfti spari a 
• 1 • •••.'•> clvmicaignxif. 

v •■hart-. 5a^ 

' .in |KT cent* 
rs-av rim jfafct 

• 1 ■■ •••mpsny JVtnmn 1 

• ".'ii ■ .:n i"if(rrio burn 

.'<*r a general 
!'■ r share. 

Greta Stm 


SJIXI 


IGERIA 




ring System 

.Vi'llUllilW) 

System, 


, : ,i. r'n.sMeier 

... hi the 


WORLD NEWS 


Nairobi bombing 
suspects flown to 
US to face trial 

Two aspects in the bombing of 
the US embassy in Kenya, 
including one who told the FBI 
the attackers intended to be mar- 
tyrs, have been flown to the US 
for trfaL Page 5 

European flight delays worsen 
Flight delays at European airports 
hit a nine-year peak in June, 
according to the Association of 
European Airlines, which urged 
pofitk&ne to take action to solve 
die problem. Page 4 

Proba onteod on Gore 
Janet Reno, the US attorney 
general, opened a preliminary 
investigation into possible fund- 
rasing abuses by vice-president 
A1 Gore -during the 7996 election 
campaign- Page 4 

Zimbabwe boosts Congo force . 
Zimbabwe said it was increasing 
its troop contingent in the Demo- 
cratic. Republic of the Congo, 
where about 600 Zimbabwean 
sofdfereare at present backing 
President Laurent Kabila. Rebels 
keep up pressure. Page 5 

Bomb explodes In Tel Avfv 
A bomb exploded in central Tel 
Aviv, Injuring at least 18 people 
on a busy street near the city's 
main synagogue. Braced for 
more attacks. Page 5 

Brand prince seeks injunction 
Prince Jefri of Brunei sought a 
UK High Court injunction to pre- 
vent financial information about 
his private affairs reaching the 
Brunei authorities. Page 16 

Anottnr dash looms over bananas 

The US and Latin American 
banana producers have asked 
the World Trade Organisation to 
intervene again h>a long-running 
row over the European Union's 
banana import pofictes. 

Cypnts tansies to go ahead 

Greece and Cyprus said Russiarv 
made S-300 missiles would be 
deployed on the divided island in 
November, bringing cfosw:- the - 
possibffity of conflict with Turkey. 

Genetic crap protestors ousted . 

Police evicted demonstrators 
from a government-run agricul- 
tural research field In Luneburg, 
Germany, that they occupied for 
a week to protest against genetic 
engineering. 

RebottMMd for German election 

Germany's federal election has 
attracted a record number of 
candidates this year, with 5.062 
competfrig for 656 .Bundestag ■ 
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Serbs tollt refugee aid 
Serbian police turned back a UN 
aid conyby canying supplies for 
30,000 rdfogees from the Kosovo 
conflict.- 

Iraq say* Ritter was a spy 

Iraq said the American UN weap- 
ons Inspector Scott Ritter 
resigned after Baghdad had 
exposed hte Rnks with the Israeli 
Intelligence service Mossad and 
the CIA, Iraq policy questioned, 
Page 5; Editorial Comment, 
Page IS . . 

President intervenes on Auschwitz 
Poland's President Alekaander 
Kwasnlewsld denounced as polrt- 
JcaBy motivated a campaign by 
radical Catholics to erect crosses 
at the former Nazi death camp of 
Auschwitz. 

BMto watt ■cyber trade war* 

US and European Union officials 
are to intensify efforts to avoid a 
"cyber trade war" over the ELPs 
directive on data protection.' 

Page 4- 


BUSINESS NE' 


Russian crisis hits world markets 

Investors sell stock for bonds amid fears over political stability and rumours that Yeltsin may quit 


Canada tries to bait 
dollar's tell with 
interest rate rise 

Canada's central bank raised Its 
overnight interest rate by a faff 

percentage point to 6 per cent In. 
an attempt to stem deteriorating 
confidence in Hs dofiar. The 
Toronto stock market fed on con- 
cerns that higher rates would 
choke the economy. Page 10; 
Editorial Comment^ Page 33; 
Currencies, Page 2S 

Fraroataroe, the French connector 
company, is acquiring Berg Bdo- 
trordcs of the US kt an agreed 
deal valued at SIMSbn, including 
assumption of debt Page 20 

Bofls-floycs shares came under 
pressure as analysts shrugged 
off Interim results of a 10 per 
cent rise to earnings per share 
and focused on the outlook lor 
aircraft purchases. Page 17; 
Comment, Page 22 - 

lattice Semiconductor, a * 
microchip design company 
based to Oregon, is to open Its . 
first European research and 
design centre In south-west 
England. Page 6 . 

Scartska, the Swedish 
construction group, reported a 
first-half rise to operating profits 
from SKr974m to SKi2.72bn 
($32 6. 6m) following an upturn In 
building projects. Page 18 

Banco Santander of Spain, which 
tost 29 per cent of its stock mar- 
ket value in a week because of 
worries about its involvement in 
Latin America, said it was still 
on track” to meet 1998 forgets 
Inducting raising earnings per 
share by more than 22 per cent 
Page 18 

Indepen d ent Newspapers, the Irish 
group that to March took control 
of the Independent and the inde- 
pendent on Sunday In the UK, 
reported a fait In test-half pre-tax 
profits to i£34.1m ($47. 4m) from 
J£39m to the period last year as a 
result of currency factors and 
.a coq ls 3ioa .c^^ 

recession to ^e^sebond qi^tar. 
with Its ecorwhiy -contracting by 
6.8 per cent Page 5 

Stawnod ItoMs and Resorts ’ .-* 
Worldwide. IS owner of the 
Sheraton and Westin drains, saw 
shares tumble 7 per cent after 
slashing its dividend from 52 . 
cents a. quarter to IS cents, and 
announcing a Sl^bn charge for 
reorganisation. Page 20 

Koor Industries, Israel's biggest 
holding company, said economic 
slowdown and failing tefecornmu-. 
nfcattons sates sent net Income 
faffing to $45m to the first half 
from USSSOm last time. Page 20 

Bulgaria alms to complete . 
privatisation of its telecommuni- 
cations utility by the end of the 
year as part of reforms required 
by the Intemational.Monetay 
Fund end World Bank. Rage 5 

Boeing suffered a setback as the 
latest version of its Delta rocket 
the Delta HI, exploded one min- 
ute and 20 seconds Into its inau- 
gural commercial flight Page 4 


Long Term Credit Bank of Japan 
would fail without an injection of 
pubffc money, said Kijchi Miya- 
zawa. finance minister. Page 5 

Post-merger • 

honeymoon is over _ : 

Page 18 . - 






WORLD MARKETS 


•took HMoarr renioB 
■mvmduikmim 

DreJwWM.Ar-. 8Z4UT 

MSDUCbdvvte -IBBBJ# 

Ewr***tf ftr E«tf 

CtCM ____ 3745.64 

5MLB4 


FTSEIOU . 


MUcrt 

US 


JSXtS, 

JM13.7D 


<-azT8t 

C-U0.7S 

f- 187 J 3 » 

hiro.771 

HWW 

t 






i'B 


RATO 

MaalfWk^ r.:.' .6.368% 

3 -HftTtwsBto: KU -JUS* 

Ung Bond ___iOtS 

rut _538B» 

OIWRIUTCS 

at 3wno ISM 7Mb 

utioyea iiiwob 

*mkk tojrosr wrj4 

terenu 16 jt Bind 1Q8.H 

Jaw Up JOB- 112-38 


ciw-nan 

pOTJI) 


KOffTH saa ea. lAfBuaf 

Br*t Daw :._^_jn .786 


V2S8 


0010 

Mna forte Caras . 

J27R7 

London: 

JS27U5 

EXCHANGE WATO 

DAr 

ttwWeLMMK 

1JJSJ 

mi . . 1JQQ05 


star 


1.4845 


..143*3 

Undo* 

-IME 

nu _ . 



_aosa 

w i.wn 


-U2SB 

Tokjo flora 

Btefofl 

CM — — - 

-Z mo 


P8ta j 


. 1TJ»9 

(liOTBJ 
W 
tl SBl 
rr*4«r 

y.ww 


©THE FINANCIAL TIMES UMJ™ 


Utldai 


r Lite * fraifc ■ ftanWurt ■ Stocfcfwtei * Men Turk 

Cfafowo • Ln>flmplM‘ Tokyo ‘ftengKong ' _ _ 



• V .7 0^74 



By SbBoa Davies to London, WBtam 
lawfs and Jatn Ubda io (tow Vock 

and Cteysfls Fiaekrad ta Moccow 

Russia’s worsening financial 
crisis sent shockwaves around 
the world’s markets yesterday as 
fears for the country’s political 
stability deepened. 

Japanese stocks bit a aix-year 
low and die US's Dow Jones 
Industrial Average was down by 
353 points, or 4 cent at fra 
lowest - 

Bank, shares suffered as inves- 
tors re sp o nd ed to tears over trad- 
ing teiaes and loan provisions in 
the developing world. German 
banks alone are estimated to 
have more than S80bn exposure 
to R&ssia. Deutsche B*nit shares 
continued to plummet, falling 
DM830 - or W per cent - to 
DM21&30 (S64.33). 

“We are seeing a global liquid- 
ity crunch, «mi the only sotelap 
is tor the developing world to 
reduce interest rates if we are to 
avoid another 1987-style crash," 
said Ian Harnett at BT Alex 
Brown. He predicted that pan- 
European stock markets would 
fall another 10 per cent 
• The UK’s FTSE 100 index fell 
178.9 points to 5.36B5. its second- 
largest fall in five years in points 
terms. Continental markets were 
also down by over 3 per cent 
with Switzerland and Spain fall- 
ing by more than 5 per cent 

David Bowers, European equity 
strategist at Merrill Lynch, said: 
"Every man and his dog was 
overweight in European equities, 
as it was perceived to be tbe 
great sate haven. But it is not, so 
they are now getting out of equi- 
ties and into bonds." German 
government bonds, in fact, bit 
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another post-war record low yield 
of below 12 per . cent for the 10- 
year benchmark bond, while UK 
gilts also performed strongly. 

On Wan Street the flight to 
quality continued as tbe bench- 
mark 30-Year Treasury bond ral- 
lied almost a frill point, sending 
the yield to a new record low of 
5.365 per cent. US stocks went 
into free fall, with the Dow Janes 
Industrial Average below tbe 


8^00 level by midday. Sentiment 
worsened on a new Russian- 
related . corporate casualty. 
Republic New York, the 21st larg- 
est US bank, said its credit and 
investment losses in Russia 
would force it to take $l55m in 
charges in tbe coining quarter. 

Republics news triggered fresh 
selling in banking and other 
financial Chase Manhat- 

tan's stock was down 34$, or 


more than 7 per cent, to S59^,. 
Citicorp fell 57 to Si 36. Citicorp 
said that as of the end or June its 
total cross border ous landings to 
Russia, including trading, 
totalled $42Dm. “It has not appre- 
ciably changed from that time" 
tbe bank added. 

In Russia tbe central bank 
suspended all foreign currency 
trade on tbe Moscow Interbank 
Currency Exchange for the sec- 


ond day in an effort to stem the 
rouble's Call- The exchange wUl 
be closed again today 

But the central bank’s move 
failed to halt tbe rouble's free fall 
on the streets, where exchange 
offices were selling dollars for 
Kbs i.t. more than double the rate 
earlier this month Even at that 
price dolLirs were scarce in the 
capital and almost impossible to 
liuy in the pruvinren. 

The stock market, where trad- 
ing has nearly ground to a halt 
because of a shortage of buyers, 
fell by nearly 2 u per cent to Ilk 
lowest recorded level since fho 
Russian trading system opened 
in September 191*5. 

The Communist-drantnated par- 
liament demanded that President 
Boris Yeltsin surrender much of 
his constitutional authority to 
the legislature. In yesterday's 
volatile conditions it was enough 
to spark rumours that Mr Yeltsin 
was on tbe verge of resigning. 

The parliament, whose 
approval is required to confirm 
Victor Chernomyrdin as prime 
minister, is also calling for a soft- 
ening of monetary policy and 
tough controls on financial mar- 
kets. Mr Chernomyrdin, canvass- 
ing support, met with Commu- 
nist leaders and with former 
general Alexander Lebed. 


Muscovites’ faith in capitalism is crushed 


By GfcyflUa Frrefand and 
Charles Ckwer in Moscow 


a 32-year-old Moscow, 
marketing director, who has 
helpl essly watched $80,000 drain 
out of his savings account as foe 
rouble has more than halved in 
value aver the past 10 days. - 
Roman, who held a 10-hoUr 
vigO yesterday outside a branch 
of SBS-Agro, the second most 
popular sarings bank, in a futile 
aflort to retrieve Ms money, said 
bis faith in Russian capitalism 
had been g pmhw t • : 

“We believed in' market 
reforms. We trusted the promi ses 
of our govfcziunfltit and our cen- 


tral bank when they said, ’Go to 
the commercial banka, they will 
higher -returns than tte 
,"3ald state’," Raman-said: “Btfr fids k 
a lesson - 1 will never again pig- 
my money In a Russian bank. n V 
But Roman and the 50 other 
aggrieved depositors patiently 
waiting for their money are tbe 
lucky ones. According to poll 
data, ably one in four Russians 
claims to have sayings at alL Tbe 
sum of all household deposits is 
roughly 130hn roubles, or 4 per 
cent of gross domestic product, 
meaning the average depositor 
holds only 8£00 roubles ($350). 

Most Russians are too poor - 
or too suspicious - to have been 
affected by the crisis in the bank- 


ing system. The best-off are those 
who hold some of ther;$35im to 
bard currency.: I'.i. 

■ The mfillons of workers whose 
wages have been unpaid for 
months, or even years, have been 
scratching out a diet in garden 
plots and living cm their parents' 
pensions. As the rouble dissolves, 
tbe prospect of a pay-off of accu- 
mulated wages is vanishing. 

“All my workers have been 
treating tbe company as a sort of 
bank, and seeing their unpaid 
wages like a kind of savings.” 
said Joseph Piradashrili, director 
of Zapolarueftegaz, a gas explora- 
tion company north of the Artie 
circle. "Now. in dollar terms, 
their savings have halved and 


soon the price of food, which 
must all be imported, wlD rise." 

. Echoing tbe shortage-stricken 
Soviet days, those Russians who 
have cash are finding that there 
is less to buy. Some shops, and 
even traders in city bazaars, yes- 
terday locked their doors to 
Moscow customers. The mer- 
chants are waiting for the cur- 
rency to hit bottom before they 
resume trade. 

“We lost *1.800 on Tuesday 
alone because tbe rouble fell, so 
now we just sell for a few hours 
and then go home." said Lena 
Burmistrova, who sells Austrian 
shoes at a stand In Luzhniki, one 
of Moscow's most popular mar- 
kets. “Probably Luzhniki will 


just close down for a week or 10 
days. Everyone Is in horror. No 
one knows what to do." 

Ironically, only the people who 
had already been reduced to pen- 
ury by the market reforms are 
finding something to cheer about. 

Liuda, a 47-year-old bureaucrat 
to Vladivostok. Russia's far east- 
ern outpost where water Is 
rationed and black-outs are rou- 
tine. lives on her mother's mea- 
gre pension. She thought she 
would never see a pay cheque 
again, but now she has some 
hope. "Maybe now they will print 
some roubles and I will get my 
salary. You can't live without 
money and now maybe I will get 
a little bit." 


Ex-Cendant chiefs 
blamed over scandal 


By WSRsrn Lewb ta few York . 

Walter Forbes and Kirk Shelton, 
former senior executives at Cen- 
dant. the- US direct marketing 
and franchising group, should 
bear some of the responsibility 
for tbe J50Gm accounting scandal 
that has wracked the group, 
according to a report by the com- 
pany's audit committee published 
yesterday. . 

it says that Mr Forbes and Mr 
Shelton had a responsibility “to 
create an environment to which 
it was clear to all employees at 
all levels that inaccurate 
financial reporting would not be 
tolerated'*. 

However, evidence uncovered 
by the committee showing how 
many of the senior accounting 
arid finatw-inl staff “participated 
to Irregular activities" suggests 
that “an appropriate environ- 
ment to ensure accurate financial 
repenting did not east*'. 

The report also states that the 
sire of the accounting irregulari- 
ties “suggests that they (fid not 
adequately inform themselves as 
to the sources and level of profit- 
ability". 

Cendant was fanned last year 
through the $llbn merger of CUC 
International and KFS, the hotel 
and real estate franchising com- 
pany headed by Henry Silver- 
man. Mr Forbes was chairman 
and chief executive of CUC and . 
Ah’ Shelton was president and 
chief operating officer. ' Concerns 
about accounting irregularities to 


CUC first surfaced to ApriL In 
July, both resigned from the Cen 
dant hoard. 

The long awaited audit com 
utittee report, which Is being sent 
to the Attorney for the District of 
New Jersey and to the Securities 
and Exchange Commission, the 
US regulatory body, states that 
CUCs income, excluding merger- 
related and unusual charges, was 
Inflated, by approximately S5QGm 
before taxes during tbe period 
1995-1997. 

It was carried out “through a 
wide range of irregular account- 
ing entries directed by CUC cor- 
porate executives" at Its bead- 
quarters. These were then 
“imposed upon personnel 
throughout- the company in an 
escalating attempt to ensure that 
CUCs earning would matoti ana- 
lyst expectations*. : 

1 ha report stops short of alleg- 
ing that the Mr Forbes and Mr 
Shelton directed accounting irre- 
gularities to be entered. 

Instead - It names Cosmo Corig- 
liaijo, fanner chief financial offi- 
cer of CUC, and Anne Pember, 
former controller of CUC. 

Mr Shehon and Mr Forbes were 
both interviewed by the audit 
committee and denied knowledge 
ctf any accounting irregularities. 

Cendant Is still investigating 
Mr Forbes’ expenses. Including 
. 5550,000 to cash and $I.5m to 
allowances. In morning trading 
on Wall Street its share price fell 
to down from a high in 
April of 541%. 
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The parliamentary opposition 
scents a government in retreat 
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By Cbrystia Freeland and 

Charles Clover tat Moscow 

Victor Chernomyrdin. 
Russia's acting prime minis- 
ter. yesterday held desperate 
negotiations with a parlia- 
mentary opposition which Is 
demanding a tresh wave of 
inflation policies and severe 
currency controls as the 
price for its support 

As the newly Installed gov- 
ernment flirted with a sharp 
change in economic course 
and the country's financial 
collapse deepened. President 
Burts Yeltsin retreated to his 
country home. 

Mr Yeltsin's continued 
nhseni'p prompted rumours 
that he Is on the verge of 
stepping down. Those 
reports were swiftly denied 
by the Kremlin, but the pres- 
ident's administration could 
not brush away the more 
concrete threat liosed by a 
multi-party parliamentary 
commission, which is seek- 
ing to water down Mr Yelt- 
sin's v;ist constitutional pre- 
rogatives. 

The dual challenges to 
Russia’s current political 
and economic order came on 
the heels of a meeting 
between Mr Chernomyrdin 
and Michel Camdessus, man- 
aging director of the Interna- 
tional Monetary Fund, on 
Ukraine's Black Sea coast. 

There were no imme diate 
reports of the outcome of the 
meeting, but the IMF. which 
has bet heavily on Russia's 
reform efrorl. cannot be 
pleased with the increas- 
ingly radical economic pro- 


posals of the country’s policy 
makers. 

After three years of tight 
monetary policy and a com- 
mitment to open markets, 
the leftist-dominated parlia- 
ment is now demanding that 
the government issue a flood 
of inflationary credits and 
Impose tight controls on the 
Financial system. 

These proposals are noth- 
ing new for the Communist 
opposition. But, in a sign of 


market rate in Moscow). 

“I don't think it’s danger- 
ous to have a monetary 
emission of rational propor- 
tions. under control, and for 
one purpose only: to settle 
payment for state orders, 1 ’ 
Mr Selezniev said in an 
interview with the Financial 
Times. “I am not talking 
about huge numbers, only 
30bn to 50bn roubles. Its not 
an astronomical figure." 

The physical absence of 


The physical absence of money is the 
main centre of economic tension* 


the remarkable change in 
Russia's political climate in 
the wake of this month's 
financial crisis, even the pro- 
government faction in par- 
liament Is backing the 
change in economic course. 

The parliament's economic 
demands have extra bite 
because Mr Chernomyrdin, 
who was reappointed prime 
minis ter this week just five 
months after being sacked, 
needs legislative approval to 
be confirmed In his new job. 

Gennady Selezniev, the 
Communist speaker of the 
parliament, said thdt the 


money in oar economy Is 
already the main centre of 
economic tension. . . Some- 
one who is selling goods 
can't receive payment 
because there is no money, 
physically no money,” he 
said. 

The economic programme, 
which threatens to plunge 
Russia into a new wave of 
hyperinflation, is hacked by 
pro-government parliamen- 
tarians who just a few 
months ago were ardent sup- 
porters of financial stabilisa- 
tion and open markets. 

"The discussion includes 


Duma, the lower chamber of specific administration con- 
the legislature, would with- trols to the currency situa- 


hold its backing of the new 
premier unless Mr Yeltsin 
signs an package of eco- 
nomic measures which 
include a “controlled 
credit emission” of 
30bn-50bn roubles ($2bn- 
£L4bn at yesterday's black 


tion,” Alexander Shokhin, 
head or the Our Home is 
Russia parliamentary party- 
said. Our Home is Russia 
was formed to support gov- 
ernment policies and is led 
by Mr Chernomyrdin. 

There will be demand for 


control on the currency mar- 
ket: administrative control, 
and perhaps even a tempo- 
rary closure of the market, 
with a cancelling of internal 
convertibility of the rouble," 
Mr Shokhin said. 

The parliament’s aggres- 
sive economic proposals 
threaten to exacerbate the 
already tense political situa- 
tion in the country. Mr 
Selezniev said the parlia- 
ment was prepared to risk 
dissolution and fresh parlia- 
mentary elections in an 
effort to force the Kremlin to 
back its economic plan. 

“If the anti-crisis pro- 
gramme is not supported by 
the president, then at least 
the three leftist factions of 
the Duma will reject a coali- 
tion government, will reject 
confidence in Mr Cherno- 
myrdin, the president can 

name him a gain, and We Will 

reject him again. . . after the 
third rejection, the president 
must dissolve the Duma," 
Mr Selezniev said. 

Such invective is not 
unusual from Russia’s Com- 
munist opposition, but in Che 
past the parliament has 
invariably caved in to the 
will of Mr Yeltsin, who 
enjoys a strong constitu- 
tional advantage in any 
stand-off. 

However, this time things 
may be different. Sensing 
the weakness of the presi- 
dent and emboldened by the 
failure of the market reforms 
they have long criticised, 
parliamentarians may be 
more willing to risk a con- 
frontation with the Kremlin. 


“Already, the decisiveness 
of the deputies is such that 
the Duma is ready to go to 
dissolution," Mr Selezniev 

said. 

The game of brinkmanship 
could begin next Monday, 
the dwutunw the Kremlin has 
set for the Duma's first vote 
on Mr Chernomyrdin’s can- 
didacy. 

For now the Kremlin, 
struggling to maintain Mr 
Yeltsin's vtaMHty. Is taking 
a conciliatory stance on par- 
liament’s radical economic 
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meanwhile, is taking great 
delight in the chance the 
financial crisis has given 
them to attack their reform- 
ist arch-enemies and call for 
a modified return to the past. 

“My point of view is that 
Chernomyrdin’s government 
undertook the mistaken 
monetarist policies of 
[Yegor] Gaidar, which Rus- 
sia began in 1992. and which 
Chernomyrdin continued, 
and [Sergei] Kiriyenko, in 
turn, continued. And that 
[the financial crisis] was the 
dead end which we would 
have arrived at, sooner or 
later,” Mr Selezniev said. 

“First of all, w.e must 
increase the role of manage- 
ment of the economy. 1 am 
convinced that. If we do not 
do this, then the situation 
will not be corrected. Of 
course, we can always give 


LATIN AMERICA THE FALL-OUT GROWS 


CENTRAL EUROPE 


Spotlight on Regi °”’ s 
Venezuela forecasts 
and Brazil j; evised 

down 


By Richard Lapper 
hi Caracas - 

At times over the past year, 
it has seemed as if Latin 
America might escape rela- 


more credits, take measures tively unscathed from the 


to stabilise the rouble, but 
these- will only be tempo- 
rary. The main thing Is to 
grow the national economy.” 





Under pressure: Victor Chernomyrdin, left, said to be consldertng price controls to contain Inflation. Right: Brels Yeltsin: detractors talk of a post-Yeltsin era AP, Reutws 



FaUng fortunes: the cotepttog rouble this week has hit old people badly, pushing op prices and reducing the value of their already smafl pensions 


turbulence in international 
financial market s. 

But the effective devalua- 
tion and default in Russia 
have had a devastating 
effect an investor confidence 
towards the region, with 
stock and bond markets 
plunging over the past few 
days. 

The stock market rout has 
been extensive, affecting all 
markets and even the shares 
of . Spanish companies, such 
as Banco Santander and 
Banco BQboa Vizcaya, which 
have been big investors in 
Latin America in recent 
years. 

The decline in the bond 
markets may have the. 
greater significance. Yields 
on many Latin bonds have 
risen to their highest levels 
since the “tequila crisis" of 
1995. which means that the 
cost of financing looming 
external deficits will 
increase sharply. 

The spotlight has been on 
two countries: Venezuela 
and Brazil. Even before this 
month's developments in 
Russia, Venezuela was under 
severe economic pressure 
because of both the fall in 
the oil price, which reached 
a 10-year low two weeks ago, 
and the acute political 
uncertainty ahead of presi- 
dential elections in Decem- 
ber. 

On the political front, the 
strong opinion poll lead 
enjoyed by Hugo Chavez, a 
leftwing former lieutenant- 
colonel who led an unsuc- 
cessful military coup in 1992. 
has caused unease in the 
business community. 

Since Russia's devalua- 
tion. Venezuela's economic 
prospects have dipped fur- 
ther and there has been 
speculation the government 
may be forced to devalue its 
currency, the bolivar. 

“A devaluation is almost 
inevitable, unless the oil 
price recovers," says Francis 
Freislnger, head of Latin 
American economics at Mer- 
rill Lynch, the US invest- 
ment bank, in New York.. 
The only question Is when." 

The prices of Venezuela’s 
international bonds have 
slumped to levels that imply 


Investors are expecting a 
default. Its discount bonds 
are now yielding over 85 per By Kevin Da ta 
rpp+j and plans to raise a East Europe Correspondent 

further $1.4bn on interna- : 

tiona] capital markets now Forecasts for economic 
look hopelessly unrealistic, growth across central 
complicating the govern- Europe are being revised 
menfs parlous fiscal posi downwards In response to 
tfon. - the crisis in Russia. 

Venezuela 's size, however, The impact will vary 
mnarm overall that ft is less depending on the extent of 
of a wo r r y than Brazil which each country's financial and . 
generates more than 40 per trade links, with economic 
cent of regional gross domes- activity in Bulgaria, the Bal- 
tic -product. Investors - have tic states and Ukraine likely 
been worried for some time to suffer si g n ifica nt ly. The 
about Brazil's high fiscal def- effect on the Czech Republic, 
left (7 per cent of GDP in the Hungary and Poland should 
year to May) and a sizeable be more limited, 
shortfall on the current Whereas Russia accounted 
account for about o per cent of Hun- 

But the rise in Brazil's gary’s exports and 6.5 per 
Tntpmarifmai band yields is cent of Poland's exports last 
increasing fears that it will year, about a third of 
find it more difficult to Ukraine's exports came from 
secure all the capital it trade with Russia. This 

.. accounted for about 12 per 

; cent of Ukraine’s gross 

The spotlight •• . domestic product 

In Kiev the crisis has 
has been on forced trade on the foreign 

• currency exchange to be 

Brazil and suspended. 

The Baltic states are also 
Venezuela exposed significantly to the 

....... Russian economy, which 

stfil accounts for close to a 
needs to meet a 1999 financ- quarter of Lithuanian and 
ing requirement (current Latvian exports, 
account deficit plus debt Of the three most impor- 
amortisation) estimated by tant economies of central 
analysts at $55bn (£33.7bnj. Europe, Hungary is poten- 
Hlgh reserves and strong dally the most exposed as its 
inflows of foreign direct exports to Russia account 
investment, highlighted by for 2J5 per cent of its GDP, 
the successful sale last compared with 1.5 per cent 
month of Telebrfis, its tele- for Poland and the Czech 
corns company, provide Bra- Republic, 
zll with Important cushions. All the countries in the 
But Mr Freisinger says this region have been hit hard by 
may not be enough. “Even the generally negative senti- 
Wtth massive foreign direct meats of portfolio investors 
investment, this is a chal- towards emerging markets, 
longing sum to raise." irrespective of economic ftm- 

These concerns are for the damentals. And the eco- 
moment at least completely nomic effects on the Czech 
overshadowing the more Republic. Hangary and 
positive aspects of the conti- 'Poland will be much larger if 


The spotlight 
has been on 
Brazil and 
Venezuela 


needs to meet a 1999 financ- 
ing requirement (current 
account deficit plus debt 
amortisation) estimated by 
analysts at $55bn (£33.7bnj. 

High reserves and strong 
inflows of foreign direct 
investment, highlighted by 
the successful sale last 
month of Telebrfis, its tele- 
coms company, provide Bra- 
zil with Important cushions. 
But Mr Freisinger says this 
may not be enough. “Even 
With massive foreign direct 
investment, this is a chal- 
lenging sum to raise." 

These concerns are for the 
moment at least completely 
overshadowing the more 


i »twmr 




nent's recent economic 
record, such as the success 
of counter-inflation pro- 
grammes and the greater 
resilience of banking 
systems. 

“When the dust begins to 
settle, people will beg in to 
see these valuations in the 
equity and bond markets 
have little to do with real- 
ity," says Peter West, chief 
economist at BBV Securities 
in London. For the moment. 


growth in the EU suffers as 
a result of the Russian crisis. 

Aleksander Kwasniewski, . 
Polish president, warned 
yesterday that the' country 
must pursue strict and 
responsible economic poli- 
cies during the mounting 
Russian crisis. “We most not 
add our own virus to viruses 
coming from abroad. We 
must be persistent about 
reforms, financial discipline 
and measures Increasing 


though, fear is dominant, as . exports," he ga»d 


investors rush for the exits. 
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FINANCIAL CRISIS IT IS SEEN _AS POSIN G BY N O MEANS THE SAME RISK S AS IN THE 1 980 S BECAUSE BANKS ARE BETTER CAPITALI SED 

Illness less serious but more contagious 


By Stephen Hdter 
fai Washington 

Investors may be worried 
about Russia generating a 
new phase of a worldwide 
financial crisis, but the 
threat to the world’s finan- 
cial system is not yet seen to 
be as serious as that posed 
by the Udin American debt 
crisis or the 1960s. 

Mr Charles Dailara. man- 
aging director of the insti- 
tute of international 
Finance, a Washington-based 
think tank, said the current 
Russian crisis, with the tur- 
moil in Asia, did not yet 
equal the throat to the world 
financial system posed by 
Latin America's debt crisis 
of the ibsoh. 

Many analysts now con- 


clude that if the debt owed 
by Latin American goran- 
meats to US. European, and 
to some Japanese banks in 


system was able to ride out 
the crisis, until a longer- 
term solution to the problem 
was found in the form of the 


the 1980s had been recog- so-called Brady nan In the 
uised at its market value, late 29605. 


many of the world’s main 
banking institutions would 


The current crisis offers 
nowhere near the samp kind 


This time, borders of the debt in Asia 
and Russia are more widely dispersed 


have been bankrupted by 
that crisis. 

But central and gov- 
eraments in the industria- 
lised world acted to make 
sure the market value of the 
loans was not reflected in 
banks' balance sheets and 
the international banking 


of risks to the world’s bank- 
ing system, because banks 
hold nowhere near the sartu ? 
volumes of debt, in general, 
and because they are mostly 
better capitalised. 

The International bidders 
of the debt in A&a and Rus- 
sia are much more widely 


dispersed, both for better - 
the viability of big deposit 
taking institutions is not 
threatened - and for wurse - 
the ability -to co-ordinate a 
creditor response to a crisis 
becomes more difficult. 

Mr Dailara points out the 
changes in the global finan- 
cial markets ginty the 
means that losses to finan- 
cial institutions are recog- 
nised immediately.. This 
means financial problems 
are transmitted much more 
quickly from one financial 
system to another than in 
the 1960s. 

For instance, large inter- 
national investors, snoh as 
hedge funds, may well seek 
to preserve liquidity - 
needed in part for potential 


losses in Ru ssia by selling Russian government’s uni- 
financial Instruments in lateral moves towards its 
economies unconnected to - foreign debt restructuring. 
Russia in any significant and contrasted than unfa- 


sense, such as B razil. 

2a other words, the disease 
may be less virulent than in 
the 1980s but it ts Ear more 
contagious. Another differ- 
ence with the 1980s is the 
scope for correction of the 
US fin a n cial markets, the 
Latin American debt crisis 
followed a battering taken in 
US financial markets from 
the high interest rates of the 
early 1989s. 


vourably with the way the 
South Koreans dealt co-oper- 
atively with their debt prob- 
lem in (he early 1980s. 

This unilateral approach, 
which has its parallels in 
efforts by countries such as 
Brazil in the mid-1980s to 
resolve their debt questions 
unilaterally, win, creditors 
say. make- it harder for the 
Russian government to 
secure future finance from 


In the late 1990s, this con- the private sector. 


tagion is taking place at a 
time , when the US stock mar- 
ket, in the view of many. is 
ripe for correction. 

In a more narrow sense. 


withdrawals - in the fece of creditors have criticised the 


But there are few parallels 
in recent history where a 
large debtor has set about 
restructuring its debts ama 
such political and economic 
turmoil. 


- In the past two weeks the 
problems Eating Russia have 
also cut a swathe through 
the financial markets of cen- 
tral Europe. In Poland share 
prices have declined sharply, 
falling yesterday by about 6 
per cent to a 22-month low. 

Stanislaw Gomulka, a 
senior adviser in the Polish 
Finance Ministry, «nH Rus- 
sia’s crisis might cut 
Poland’s GDP growth next 
yea* by l percentage point 
from the government's fore- 
cast growth of 6J per cent 

Mr Gomolka said that 
declining industrial output 
and demand in Russia and 
other countries of the former 
Soviet Union would hit Pol- 
ish exports. 

in Hungary the forin t has 
fallen to record lows this 
week due to an outflow of 
capital, with foreign inves- 
tors selling the currency to 
cover losses in Russia. The 
selling has prompted inter- 
vention by the Hungarian 
central bank. 

Government bond prices 
continued to slide yesterday, 
as foreign investors 
increased their sales. 
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CSFB traders left seething after losing fortune 


By Join TboniMI n Moscow 

A year ago, the Moscow 
trading Boor of Credit Suisse 
First Boston was buzzing 
with activity and optimism 
as the - Russian stock market 
soared.- Yesterday, H was 
occupied by seething bank- 
ers on a "crusade” to minim- 
ise their losses- and salvage 
the bank's pride. ’ 

• As the biggest foreign 
investment bank in Russia,' 
CSFB made a pile of money 
when the markets were 
booming and has sow lost a 
large fortune following the 

finatynqil crash. 

Moscow 
claims 
debtors 
owe it 
$148bn 

By JererayGrant 

If Russia’s anxious creditors 
are tempted to ca D in their 
chips, they can take some 
comfort from, the knowledge 
that Moscow has a long list 
of its own debtors. 

Most of them were client 
states of the. former Soviet. 
Union or friendly aides, into 
which Moscow pumped bil- 
lions of Soviet roubles. 
Often, the money went on 
financing large showcase 
projects with little economic 
value. 

Moscow claims that the 
total amount owed is Sl48bn. 
But western economists dis- 
miss this amount, saying it 
is impossible to pin down a 
number, as there is no agree- 
ment an how to value the 
Soviet-era rouble. 

Successive post-Soviet gov- 
ernments have made no 
secret of their desire to get 
that money back and have 
pressed individual states to 
pay up. Topping the list, are 
Cuba, Vietnam, India, Iraq 
and.-states in the Common- 
wealth of Independent 
States. 

Russia has made little 
progress and has resorted to 
writing off some debt owed 
by .African stales. However, 
Moscow acquired some lever- 
age last year when' it joined 
the Paris Club group of cred- 
itor governments. . 

This gives Russia a forum 
in which contentious issues 
such as the rouble exchange 
rate can be settled. And it 
means Moscow can call on 
the Paris Club separately to 
put pressure on its . debtors 
to repay. . 

“Before, Russia was apply- 
ing pressure unilaterally and 
it wasn’t working. Over 
time, definitely ft [member- 
ship] will help. - The time- 
frame that they were looking 
for was over 20 years so they 
won’t get it all back any 
time soon. But at least there 
will be pressure," said Oks- 
ana Antonenko, research 
associate at the Interna- 
tional Institute for Strategic 
Studies. 

Moscow said last year that 
it would step up efforts to 
pursue debtors, starting with 
Algeria, and Vietnam. The 
communist government in 
Hanoi owes Rbsllbn and is 
repaying some of it in com- 
modities. 

Moscow . claims that the 
amount Hanoi owes is equiv- 
alent to $lTbn, hut Vietnam 
says the debt Is worth only 
$ibn- Iraq is understood to 
owe about 36hn. 


Estimated losses run info 

the. hundreds of mflWrm c ^ 
dollars. 

Andrew ipfeendanz, h ead 
of global emerging markets, 
freely accepts that most of 
the bank’s losses were the 

result Of bad daHrfnpq , 
took a bet on our ftyfg i yfwfo 
that the government could 
-manage hs fiscal accounts 
and we -were wrong.”, he 


A 90-day moratorium 
imposed by the central- bonk 
has barred all Russian hanks 
from ’honouring as esti- 
mated HOtm of forward dol- 


the bankrupt banks. 

Mr Ipkendanz says that 
forced conversion of foreign 
bond holders into longer- 
term government paperjms 


to be a "militant” share- 
holder demanding that the 
central banks acts sensibly 
to protect the value of file 
rouble. 




A moratorium which is to last 90 days has barred all 
Russian banks from honouring an estimated $10bn of 
forward dollar contracts to foreign counter-parties 


But what incenses him is 
that file currency protection 
that the >«anv thought it 
put in place has now effec- 
tively been declared null and 
void. 


lar contracts to foreign 
counterparties. 

It has also prevented 
western creditors from, 
the assets of 


made them involuntary 
“equity” holders in the rou- 
ble. 

And the tough-talking Mr 
Ipkendanz dates he is going 


A recent research report 
from CSFB savaged the cen- 
tral bank for injecting liquid- 
ity into the banking system 
— providing domestic 


with an opportunity to flee 
into dollars - and "effec- 
tively allowing the plunder- 
ing of reserves’*. 

"The inescapable conclu- 
sion is that the IMF has no 
choice but to become more 
actively involved in the man- 
agement of monetary and 
exchange rate policy,” it 
said. 

Mr Ipkendanz said; "We 
have been forced to take a 
risk that we never wanted to 
take in the first place. We 
now have an illiquid, 
long-term rouble asset which 
we simply cannot hedge. 

"But what we are really 


jumping up and down about 
is the debt moratorium 
imposed by the central 
bank.” he says. 

"What we are calling for is 
the government to say that 
all foreign exchange con- 
tracts are legally enforce- 
able. 

"And second that there 
wifi be -no frustration of 
these contracts as a result of 
the debt moratorium." 

Mr lphendaz soys anyone 

who invested Sim in the 
treasury bfll (GKO) market 
at the beginning of the year 
would have seen the value of 
their bolding fail to $soo.OQO 


following the devaluation of 
the rouble. 

The value would have 
fallen a further TO per test 
to $150,000 following the 
forred GKO coavereton. 

The investor might have 
thought that his "insurance 
contract" in the form of his 
forward contract would now 
have gone up in value from 
nothing to $500,000, But the 
moratorium has stopped his 
counterparty paying out. 
CSFB, for one, is determined 
to ensure enforcement of 
these contracts even if it 
means putting some "oil- 
garrhs” out of business. 


DEBT AND EQUITY ECONOMISTS TRY TO P UT FIGURE ON LOSSE S 

World’s exposure 
exceeds $200bn 


Karate** 


ByCtef Harris 
and Jeremy Grant 


The outside world’s and 
equity exposure to Russia 
exceeds S200bn, according to 
the Institute of TntttmaHnnri 
Finance, a Washington-based 
research body owned by 
leading banks. - 

The figure takes - in klMbn 
in all external debt, and its 
$11 bn estimate for accumu- 
lated foreign direct invest- 
ment and investment in Rus- 
sian equities at the end of 
1997. But exposure does not 
necessarily equal loss, and 
bankers and economists 
were trying yesterday to put 
a figure on how much. has 
been, or will be, “lost”. 

ING Barings, the Dutch- 
owned .investment bank, 
estimates that about gliSba 
in wealth has been 
"destroyed” in Russia since 
the beginning of 1996. Part of 
this figure includes money 
lost by Russians, according 
to Philip Poole, director, of 
eastern European research. 

He brake down the year-to- 
date loss of wealth: a $3lbn 
fall in the value of outside 


debt, an estimated SSObn loss 
in value on GKOs (rooble-de- 
nominated treasury bills) 
and a $57bn fall in stock 
market value. 

Russia’s exposure to fon 
. eign creditors in various 
types of hard currency - 
denominated bonds Is 
-$54.5bn, economists and 
hankers said. That does not 
include $40bn In GKOs that 
are the focus of Tuesday’s 
forced debt restructuring: 

The scheme should ease 
the crippling burden of debt 
repayments, saving 
Rbs250bn, Russian 
say. But it has sparked fierce 
protests from foreign inves- 
tors as it means they will 
have to swap high-yielding 
GKOs, and similar paper 
known as OFZs, Into longer 
dated bonds that earn less. 

The $54£bn figure does 
include new eurobonds - for- 
eign currency bonds - that 
were issued as a result of an 
earlier, voluntary mw-hange 
of the b»mip T-bffls. It a ten 
includes Pries and LANs - 
re s tru c t ure d Soviet-era debt 
principal and interest — . as 
well as repackaged rouble 


debt known as MinFins. Min- 
Fins, amounting to $8.7bn, 
are the focus of fresh worries 
over a possible sovereign 
default by Russia. By forcing 
through its GKO exchange, 
the government may have 
left itself open to tri g g erin g 
a "crossdefault" on MinFins. 

Another area of concern is 
billfons of dollars of forward 
foreign exchange contracts 
bought by foreign investors 
in the GKO market to pro- 
tect themselves against the 
depredation of rouble. 

The Russian central bank 
says giobn in such contracts 
is outstanding. Most were 
bought from Russian banks 
but are subject to a 90day 
debt moratorium imposed 
recently. Moscow may also 
have depleted foreign 
exchange reserves, selling 
Russian banks cheap hedg- 
ing products to protect from 
forward contract exposures. 

Holders of Russian debt 
may find it hard to unload 
their positions at any price, 
according to Mr Poole. Pro- 
prietary trading desks and 
high-yield investors had also 
been hit hard. 



A Coca-Cola plant in Moscow, foreign inves to r s arc putting on ■ brave face despite th* country's financial turmai 


FOREIGN MANUFACTURERS INDUSTRIALISTS ACKNOWLEDGE PROBLEMS BUT SAY THEY ARE EXPERIENCED LONG-TERM INVESTORS 



but we’re staying, say companies 


By Our tefostrU 
and h i ta m ati raal Staff 

European companies with 
manufacturing interests in 
Russia yesterday put a brave 
face on the country's finan- 
cial turmoil, saying that 
they were long-term inves- 
tors and that there would 
continue to be demand for 
their products. 

Most acknowledged life 
bad become difficult for 
their Russian operations and 
said they were watching the 
situation closely. 

Hakan Weiner of BOC, the 
UK industrial gases group 
which owns an oxygen fac- 
tory in Russia, said: "The 
management team is now in 
a continuous crisis meeting, 
working out how to get prod- 
uct out of the gate, and how 
to collect money as fast as 
possible." 

The factory, which has 
ended all credit arrange- 
ments and is . demanding 
pre-payment, expects a slow- 
down in orders. But no one 
was scared, Mr Werner said. 
-There have been so many 
changes in their lives 
and their economy. This 
is just one more, crisis. 


They will tough it out." 

- Unilever, the Ango-Dutcb 
• group which has a personal 
products factory in St Peters- 
burg and a margarine plant 
in Moscow, said consumer 
goods sales had virtually 
halted in the past few days 
and Unilever’s customers 
were not re-stocking. 

But Unilever was a 
long-term investor, with 
plenty of experience in econ- 
omies going through finan- 
cial crises, and saw no rea- 
son to alter its approach. 

Similar commitment was 
expressed by Allied Domecq 
of the UK, which said its 
Baskin -Rob bins ice-cream 
was aimed at higher-income 
customers expected to be 
less affected by the crisis. 
Cadbury Schweppes, with a 
confectionery plant near St 
Petersburg, said: "We’re in it 
for the long haul. We are 
aware of the economic tur- 
moil but Russia is a big and 
important market for us.” 

‘ Semens, the German elec- 
trical and electronics group, 
said the situation was 
unsettling and unpredictable 
but would have only a small 
impact on its business. Sie- 
mens said it had no plans to 


stop doing business in Rus- ■ 
Hia and took a long-term 
view of the market 
- Shell, one of a number of 
foreign ofl and gas compa- 
nies with Russian interests, 
said it would have "no knee- 
jerk reaction." It was in the 
early stages of negotiating 
an alliance with Gazprom, 
Russia's leading natural gas 
producer. Roi, the Italian ofl 


me rit and goods. But inves- 
tors will examine things 
even more closely than 
before.” 

Some companies were nev- 
ertheless defiantly sticking 
to new investment projects 
which demonstrated their 
long-term confidence in 
what all agree will continue 
to' be a difficult market. 

Ikea, the Swedish fuml- 


Despite the latest events, some 
groups were nevertheless sticking 
defiantly to new investment plans 


and gas group, said it too 
was maintaining contacts 
over a possible alliance with 
Gazprom. 

There were forecasts, how- 
ever, that companies con- 
templating new investments 
would delay decisions. 
James McNeish. director of 
the Bast European Trade 
Council, said: "My impres- 
sion is that those who were 
about to invest in Russia are 
likely to hold off for a while. 
Russia Is still going to be an 
important market for invest- 


tore retailer, said it hoped to 
announce plans to build a 
second Moscow outlet after 
beginning work last month 
on its first SKrlbn (S122m) 
development 

Lennart Dahlgren, country 
manager, said the weaken- 
ing rouble would force lkea 
to step up its search for local 
suppliers to reduce depen- 
dence on imported products. 
"We believe the current eco- 
nomic weakness will not 
affect demand in Russia for 
our goods. In a couple of 


weeks or months the rouble 
will stabilise at a lower 
leveL” 

Spain’s Campofrio, a meat- 
processor which 'has been 
making most of its profit 
from selling ham and sau- 
sages to Muscovites, said it 
aimed to go ahead with 
plans for a third factory and 
added the troubles might 
open up new opportunities 
in Russia, where it claims a 
20 per cent market share. 

Vittorio Merloni, chairman 
of Merloni, the Italian 
domestic appliances com- 
pany. said: “We will con- 
tinue to invest in this mar- 
ket because we believe in 
the potential of the country 
where we intend to maintain 
our leadership in the domes- 
tic appliance sector." 

However, Hachette Filipac- 
chi Medias of France Is post- 
poning the Russian launch 
of Paris-Afatch magazine, 
originally scheduled for Sep- 
tember, because of problems 
with logistics and the bank- 
ing system. 

Continental, the German 
tyre company, said that it 
had not abandoned plans to 
set up a tyre operation 
though it was still looking 


for a local partner. 

General Motors of the US, 
which is discusing a joint 
venture with Lada, the Rus- 
sian car maker, plans to per- 
suade western car parts 
makers to form partnerships 
with Russian counterparts. 
David Herman, chief execu- 
tive of GM Russia, said it 
took a long-term view and 
was considering building at 
least 100X100 units a year of a 
car to be developed jointly 
with Lada. 

GM builds Chevrolet 
Blazer four-wheel-drive 
models in a joint venture in 
Tatarstan and wants to raise 
output to 50.000 vehicles a 
year by adding a version or 
Opel’s medium-sized Vectra 
car. 

Volvo or Sweden, which 
has a bus manufacturing 
joint venture in Siberia, said 
it was discussing further 
assembly ventures. “We see 
no reason to change these 
plans and we also hope to 
develop our car and truck 
dealer network around the 
country." 

Companies are however 
having to take special mea- 
sures to cope with the crisis. 
BAT Industries, which has 


invested $150m in Russian 
cigarette factories, said it 
was reviewing Its pricing 
policy every day instead of 
every month, and was taking 
special care in managing 
cash. But demand for ciga- 
rettes would remain and 
BAT saw Russia as an 
important market. 

Barter arrangements are 
one way of getting round 
shortage of cash. BOC's Mr 
Werner said: "Typical Is a 
deal where we provide a 
company with oxygen. It 
supplies the power company 
with steel. And the power 
company supplies us with 
electricity." 

Some companies saw bene- 
fits. AssJDomdn. the Swedish 
pulp and paper group with a 
new S25m corrugated board 
plant near St Petersburg, 
said: “With the weaker rou- 
ble, imports to Russia will 
clearly be more expensive 
and that will improve the 
situation for producers 
already in the country.” 

Reporting by Alexander Nic- 
aiU, Tim Burt, Jenny Luesby. 
David White, Andrew Fisher. 
David Owen. John Griffiths 
and Paul Betts 


COUNTING THE COST OVERSEAS GROUPS LOOK AT THE EFFECTS OF R USSIAN CRISIS ON THE BOTTOM LINE 


COMMODITIES OIL EXPORTS HIGH BUT PRICES HAVE FALLEN 30% 



companies start to make 
provisions in wake of turmoil 


il and metals not able 
to help in short term 


By Quf Financial 
and Foreign Staff 


‘ifii 


SKandihaviska EnskUda 
Banke n. one. of Sweden’s 
largest commercial lenders, 
yesterday ■ said - . . that It 
had increased its overseas 
loan . loss . reserves by 
60 per - cent because of 
the Russian financial 
crisis. 

SE-Banken's announce- 
ment was one of several by 

European ‘ banks which - 
responded yesterday to a 
greater or lesser degree of 
transparency. 

ING Group, the Dutch 
bank, and insurance com- 
pany, said that it might 
use FI 170m <$85ro> of 
previously announced provi- 
sions. 

ING said that the 

provisions amounted to one- 


tenth of its Russian expo- 
sure, which was mainly in 
short-term trade financing. 

Safra Republic Holdings, 
the international • private 
banking group controlled by 
Edmond Safra. took a $65£m 
charge after writing down its 
h olding s of short-term. Rus- 
sian government debt by ® 
percent. 

Elsewhere, Regent Pacific, 
a Hong Kong-based fund 
manager with a focus on 
eastern European emerging 
markets, suspended d e a lin gs 
in 12 Luxembourg-listed 
funds with a combined mar- 
ket value of more than, 
gloom. 

The funds are understood 
to have have significant 
exposure to Russian 
Short-term treasury debt. 

Jacob Wallenberg, the 
r-hgirman of SE-Banken. said 


in Stockholm that the bank’s 
total exposure to Russia was 

almost SKrfibn ($ 240 m). 

“We have increased the 
country risk reserve by 
SKrSOOm to SKiSOOm, mainly 
because of. Russia," Mr Wal- 
lenberg said. 

Lending, is understood to 
be split evenly between state 
and private sector borrow- 
ers. 

The bank, the financial 
flagship Of the Wallenberg 
business empire, is more 
exposed to Russia than other 
Swedi^' Tenders. 

Svehska Handelsbanken 
earlier this week estimated 
its Russian exposure at just 
SKrSOOm compared with 
SKr2-3bn for countries in 
south-east Asia. 

Safra Republic said 
that it would barely break 
even in the third quarter 


after the charge. 

Mr- Safra is regarded as 
one of the world’s most suc- 
cessful private bankers and 
ids bank’s decision quickly 
to recognise and charge off 
impaired credits is in line 
with his conservative bank- 
ing philosophy. 

Safra's position in GKOs - 
Short-term treasury bills - 
represents less than one half 
of 1 per cent of its $30Abn in 
assets. 

Although Safra is best 
known as a Swiss private 
bank, its investment in Rus- 
sia reflects its interest in 
serving the growing number 
of high net worth individu- 
als in Moscow and taking 
advantage of the higher 
interest yields. 

Safra's openness contrasts 
with a muddier statement on 
Wednesday by Credit Suisse 


First Boston, which left 
analysts guessing at 
losses estimated at $350 to 
$50Qm* 

It also contrasts with RZB- 
Austria. the central bank of 
Austria’s mutually -owned 
raifleisen banks, which oper- 
ates the biggest commercial 
banking network in eastern 
Europe. 

RZB announced a 26 per 
cent increase in first-half 
operating profit to Schl.9hn 
(3150m). However, Walter 
Rothensteiner. the compa- 
ny's chief executive, 
declined to quantify the 
Impact of the crisis. 

RZB Is understood to have 
Sch39bn exposure to Russia. 

Reporting by Tim Burt, Jean 
Eagleshom. Jeremy Gray. 
William Hail and Clay Har- 
ris 


By Gary Mead 


Neither oil nor metals - 
exports of which together 
account for almost 70 per 

cent of Russia's total foreign 
revenue earnings - will be 
able to poll Russia out of the 
mire in the short term. 

Russian oil exports have 
recently been at their high- 
est levels ever’, at some 
2.15m barrels a day; last year 
Russia exported 2.54m b/d. 
some 2 . 1 m barrels going to 
countries outside the former 
Soviet Union. 

But these barrels are being 
sold into a market where the 
(daUar-denominated) global 
oil price has dropped by 
more than 30 per cent since 
the start of the year. 

Moreover, "around two- 
thirds of Russia’s 2.15m b/d 
of crude Toil} exports are 
pledged as securities for for- 


eign credits", according to 
Petroleum Argus, the indus- 
try newsletter. Russia's oil 
companies are therefore ben- 
efiting from only 700,000 b,d 

of foreign sales, 

Russia's oil industry is 
more closely interwoven 
with its banking sector than 
any other. As the hanks tot- 
ter. would-be foreign inves- 
tors are already steering 
dear of closer involvement 
with Russian oil companies. 

Another handicap is that 
the Russian government has 
attempted to squeeze ever 
more taxes out of the oil 
industry to fill its empty cof- 
fers; the industry to turn has 
tried to boost exports to the 
maximum, thus inadver- 
tently helping keep interna- 
tional oil prices low. 

And the banking crisis has 
almost paralysed interbank 
money transfers, with inter- 


nal debts mounting. Oil com- 
panies are unable to meet 
VAT and excise arrears and 
are finding it difficult to 
maintain foreign sales. 

The outlook is equally 
worrying for Russia’s base 
and precious metals sector. 
The price of gold hit an 18’.*- 
year low yesterday, partly 
on fears that Russia has 
pledged a significant amount 
of gold reserves, about 320 
tonnes, as collateral against 
credits from Swiss banks. 

Norilsk, the world’s big- 
gest producer of nickel, is 
already working almost flat- 
out and has little potential 
to divert more metal on to 
the world market and take 
advantage of the devalua- 
tion. The country is also a 
big producer and exporter of 
aluminium, but here too 
there is little spare capacity 
to divert to exports. 
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Bulgarians 
seek rapid 
telecom sale 


By Kevm Done 
East Europe Correspondent 

Bulgaria is aiming to 
complete the landmark pri- 
vatisation of its telecommu- 
nications utility by the end 
of the year as part of reforms 
hrb required by the International 

sac Monetary Fund and the 

World Bank. 

It is offering a 51 per cent 
stake in the state-owned Bul- 
garian Telecommunications 
Company (BTC) to a foreign 
strategic investor. The deal 
could value BTC at between 
Sibn and $l.5bn and is the 
country's biggest privatisa- 
tion move. The government 
is being advised by Deutsche 
Bank. 

Bulgaria is joining a queue 
of countries from central 
Europe - including 
Romania, Poland, Macedonia 
and Croatia - that are seek- 
ing to attract foreign inves- 
tors to develop their telecom- 
munications networks 
In tbe most recent deal 
two months ago a consor- 
tium comprising Telia and 
Sonera, the state-owned 
Swedish and Finnish tele- 
coms groups, bought a 60 per 
cent stake in Lietuvos Tele- 
komas. the Lith uanian tele- 
coms utility, for 5510m, In 
one of the biggest foreign 
direct investments made in 
the Baltic states. 

The Bulgarian government 
has set a deadline of Novem- 
ber 30 to receive final offers. 
Preliminary information on 
BTC has been made avail- 
able to international tele- 
coms operators, and contract 
negotiations are expected to 
be held during October and 
early November. 

The privatisation of BTC is 
competing directly with the 
planned sell-off of a 35 per 
cent stake in Rom Telecom, 
the telecoms utility in neigh- 
bouring Romania. 

The Rom Telecom sell-off 
has been delayed by the 
political turbulence of recent 
months, but the government 
has now set a deadline of the 


end of October to receive 
final offers. 

Preliminary bids for the 

Rom Telecom stake were 
submitted in May by a con- 
sortium comprising Telecom 
Italia and KPN Telecom of 
the Netherlands, as well as 
by OTE, the Greek telecoms 
operator, which is planning 
to form a consortium with 
SBC Communications, the 
biggest US local telephone 
operator. 

OTE, which has been 
partly privatised. Is seeking 
to transform itself Into the 
leading fixed-line operator in 
the Balkans. It has already 
indicated that it intends to 
bid for a strategic stake in 
BTC. and it has also 
expressed interest in buying 
a stake in Makedonski Tele- 
komunikadi (MakTel), the 
Macedonian operator. 

In Its first foray into the 
Balkans last year in partner- 
ship with Telecom Italia it 
paid DM640m (5355m) for a 
20 per cent stake in Telekom 
Serbija. Telecom Italia, 
which is a rival to OTE in 
Romania, bought a 29 per 
cent stake. 

The Bulgarian government 
is offering potential inves- 
tors a monopoly on local, 
long distance and interna- 
tional fixed line telephone 
operations until the end of 
2002. 

The successful investor 
can also participate in a sec- 
ond GSM (Global System of 
Mobile communications) 
mobile telephone licence, 
which the Bulgarian govern- 
ment is offering as part of 
the privatisation of BTC. 

BTC, which has a work- 
force of 26,000 and 2.6m 
lines, is one of the least 
developed telecoms utilities 
in central Europe Although 
it has a quite extensive sys- 
tem with around 32 lines per 
100 inhabitants, much of it is 
still based on outdated anal- 
ogue equipment with only 13 
per cent of digitalised 
switching in the local net- 
work. 


Trans-Africa rail link planned 


NEWS DIGE ST 


By Victor MaDet 
In Johannesburg 


Undaunted by the war In 
Democratic Republic of 
Congo, a group of South 
African investors yesterday 
launched a project to link 
the hitherto separate rail 
systems of northern and 
southern Africa to accommo- 
date the rapid growth in 
freight traffic between the 
two regions. 

The first stage of the plan 
by a new company called 
Trans- Africa Railway Corpo- 
ration Tanzania is to build a 
$5m transhipment facility 

for containers at Kidatu. 
south-west of the Tanzanian 
capital, Dar es- Salaam. 


This facility, which is 
expected to start operating 
in October, provides a link 
between the 1,067-mfiUmetre, 
British imperial gauge rail- 
ways of the south and the 
1 , 000-millimetre German 
gauge lines of the north. 

“This is the first thnp ever 
that Cecil Rhodes's vision of 
a Cairo to Cape Town link is 
beginning to become real- 
ity.* said Philip Chen, man- 
aging director of the South 
Africa Infrastructure Fund, 
which is managed by Stan- 
dard Bank and owns 48 per 
cent of Trans Africa. The 
other shareholders are 
Comar. which is a subsidiary 
of the Sooth African state 
rail network Spoornet; and 


Africa East Coast Corpora- 
tion, a company owned by 
two South African entrepre- 
neurs, 

Trans-Africa hopes to 
carry .an initial 80,000 tonnes 
of cargo a year between the 
South African industrial 
province of Gauteng and 
Kam pala, the Ugandan capi- 
tal . 

Using concessions granted 
by the Tanzania Railway 
Corporation, it also plans to 
carry 250,000 tonnes of 
domestic cargo in Tanzania 
each year. 

The project has been made 
possible by the end of South 
Africa's isolation from its 
hinterland, following the 
abolition of apartheid and 


the country's first demo- 
cratic election in 1994. Philip 
Morrell, chairman of the 
fund's investment commit- 
tee, described it as “an 
incredible measure of how 
much the political situation 
has changed in Africa". 

South African companies 
everything from m ining 
equipment to consumer 
goods into their new mar- 
kets in Africa, but the exist- 
ing transport routes, by 
Land, sea, land again, and 
lake, are Slow and expensive. 

As well as improving access 
to Uganda, the investors 
hope to boost trade with 
Rwanda, Burundi, western 
Tanzania and, when peace 
returns, eastern Congo. 


US, EU in 
bid to avoid 
‘cyber war’ 


By Louise Kehoe 
in San Francisco 


US and European Union 
officials will intensify discus- 
sions next month in an effort 
to avoid a “cyber trade war". 

At issue is the EU*s direc- 
tive on data protection - a 
measure that imposes strict 
regulation of the collection 
and use of personal data on 
the internet and all com- 
puter systems. 

Already, some “good dis- 
cussions" had been held, 
said Ira Magaziner, senior 
adviser to President Bill 
Clinton on Internet issues, 
but it was an “inherently dif- 
ficult” topic with complex 
policy and technological 
issues. 

While Europe is moving to 
impose government regula- 
tions to protect consumers 
on the internet, the US 
administration is committed 
to minimal government 
intrusion and “self-regula- 
tion" by internet publishers, 
retailers and service provid- 
ers. 

The matter may come to a 
head in October, when the 
EU directive is due to go into 
effect. The most contentious 


provision of the directive 
would prohibit the transfer 
of personal information 
about European citizens to 
countries that lack “ade- 
quate" protection of privacy. 

If the US, which has no 
law on internet privacy, does 
not pass this test, there 
could be a serious disruption 
of transatlantic electronic 
commerce. Moreover, US 
multinational corporations 
could find themselves pro- 
hibited from collecting per 
sonnel records from their 
European subsidiaries. 

However, Mr Magaziner 
said the US would soon meet 
the requirements of the EU 
directive through “self-regu- 
lation" of the internet More- 
over, European governments 
were concerned about any 
potential disruption of busi- 
ness with the US. he said in 
a speech at a conference 
organised by the Progress & 
Freedom Foundation, a 
Washington think-tank that 
focuses on the social and 
economic implications of 
technology. 

“While European govern- 
ments are undeniably con- 
cerned about providing safe- 
guards for personal data in 



Ira Magazbien sees Issue as Inherently tSfOcutf Fteutera/Popperfoto 


cyberspace, they also recog- 
nise that any EU-wide policy 
that is seriously af odds with 
US policy could mean dam- 
age to their economies,” Mr 
Magaziner told higlbtechnol- 
ogy executives and policy 
analysts attending the con- 
ference. 

The White House official 
also praised US industry 


efforts to create progra m mes 
that provide a' “seal of 
approval" to web sites that 
promise to adhere to privacy 
rules including notification 
of customers about informa- 
tion collected and how It is 
used. Such schemes, still in 
the p lanning , would help to 
reassure internet users 
worldwide, he said. 


AIRLIN E GROUP URGES ACTION , 

European flight delays hit 
nine-year peak in June 

Right delays at European drpwte ^^SSSSnL^-' 
June, the organisation 

carriers said yesterday. The Association Europeans 

lines (fim, representing 27 European 

uation had worsened during the spring and 

and urged politicians to taka action to solve the problem. 

In Juno. 29.1 per cent of all flights of A£A's member 
carriers were delayed on departure tty roore than 15 min- 
utes. “Thai Is the worst monthly figure for nine years. ®>d 
the second worst dn'rectxd* the AEA sakJ in a statement. 
Karf-Hehz Neumeister, AEA secretary-general, blamed 
lack of official action to improve air traffic contra. 

In Its 1998 year book, published last month, AEA said 
several initiatives in the late 19B0s to Improve air traffic 
control had produced short-term benefits but no testin g 
solution. The AEA advocates a single air traffic control sys- 
tem for Europe instead of the current “wco-ordftated 
patchwork" of national systems. Reuter, Brussels 

IMPERIAL CHEMICAL IND USTRIES 

South Korean tie-up announced 

Imperial Chemical Industries of the UK is to invest $57.8m 
In a strategic tie-up with Dongsung Chemical of South 
Korea aimed at strengthening toe position of both compa- 
nies in the international footwear market 
(Cl subsldary National Starch is to acquire 70 per cent 
of the Korean company’s footwear adhesives business, 
which has annual sales of about $85m. Footwear adhe- 
sives are the fastest growing segment within the 28bn 
global adhesives market, with demand expanding at twice 
toe industry average. The Korean acquisition would imme- 
diately enhance ICI’s earnings, it said. 

The group also announced an alliance between its poly- 
urethanes business aid Dongsung's shoe system division. 
ICi polyurethanes specialises in outer soles for shoes. 
Dongsung, which supplies Nike, Reetook and Adidas, Is a 
leading producer of. Inner shoe scries. Dongsung's shoe 
soles are sold mainly in Asia, although nearly all are 
exported to Europe and America. Jenny Luesby, London 

MA NILA WAT ER 

Rates move may spark appeal 

Manila Water, one of the two consortia operating the Phil- 
ippine capital’s water system, is considering appealing 
against the government regulator's approval of a rate 
increase which is below that sought by the company. - 
The move would add to a host of controversies in the 
world’s largest water privatisation. Following petitions tor 
tariff increases from both Manila Water - which groups 
local conglomerate Ayala Corporation, United Utilities of 
toe UK and Bechtel of the US - and Maynitad Water to 
compensate for the 0 Nifio drought and the regional cur- 
rency crisis. Metropolitan Waterworks and Sewerage Sys- 
tem (MWSS) announced marginal rises this week. 

Manila Water, which surprised observers last year with 
its winning bid to supply water at 2.32 pesos ( 5 US cents) 
per cubic metre, wanted an extraordinary price adjustment 
that would more than double its tariff to 5.64 pesos per 
crfolc metre, said MWSS. Justin Marozzi, Manila 










THE AMERICAS 


HUMAN RIGHTS TRIBUNAL COMPENSATION FOR FORMER AND CURRENT FEDERAL WORKERS COULD HIT C$5BN 


Ottawa to fight equal pay ruling 


By Scott Morrison to Toronto 

The Canadian government 
yesterday said it would 
appeal against a recent land- 
mark pay equity ruling by 
the country's human rights 
tribunal that could cost Ott- 
awa as much as C$5bn 
<t T S$3.3bn) in back wages 
and interest payments. 

Ottawa hod been expected 
to appeal against the tribu- 
nal decision, which last 
month ordered the federal 
government to compensate 
2U0.0U0 former and current 
federal workers who claimed 
that employees in female- 
dominated jobs were paid 
unfairly relative to employ- 
ees in jobs dominated by 
males. 

The tribunal said that 


compensation for lower 
wages was retroactive to 
1985 and was subject to 
interest 

Jean Chretien, Canada’s 
prime minister, has said Ott- 
awa must consider the con- 
sequences the ruling could 
have for provincial govern- 
ments and the private sec- 
tor. 

He said that while only 10 
per cent of the federal gov- 
ernment's expenses were 
budgeted for salaries, up to 
60 per cent of provincial out- 
lays were to pay employees. 

The government said yes- 
terday that the tribunal’s 
methodology for revising 
pay schedules was not equi- 
table and not consistent with 
the law. Federal officials 
have noted that an earlier 


pay equity decision, a Bell 
Canada case under appeal by 
the union, provided much 
less compensation to work- 
ers. 

Marcel Masse, president of 
the federal treasury hoard, 
offered to resume negotia- 
tions with the union that 
launched the pay equity 
challenge on behalf of fed- 
eral workers. 

Mr Masse reiterated the 
federal government's offer to 
provide CSl-3bn in compen- 
sation to settle the 
long-standing case. Ottawa 
has already provided CSLlbn 
in pay equity adjustments, 
while the Public Service Alli- 
ance of Canada (PSAC) had 
been seeking C&3bn in com- 
pensation. 

Daryl Bean, PSAC’s leader. 


argued that the govern- 
ment's financial concerns 
did not constitute sufficient 
legal basis for an appeal. He 
added that Ottawa's decision 
to challenge tbe tribunal's 
decision sent a clear mes- 
sage to every employer in 
the country that women 
were fair game for wage dis- 
crimination. 

The tribunal's ruling, 
believed to be tbe largest 
pay equity decision to date 
in North America, could set 
a precedent for other pay 
equity disputes between 
workers and employers in 
federally regulated indus- 
tries, such as telecommuni- 
cations and aviation. A num- 
ber of these companies, 
including Bell Canada and 
Canadian Airlines, face or 


are involved in pay equity 
challenges. 

The ruling would benefit 
current and former federal 
employees in areas such as 
clerical, secretarial and data 
capturing services, library 
sciences, hospital services 
and educational support 
Studies have shown that 
Canadia n women earn 3085 
per cent less than the aver- 
age male earns for doing a 
similar job. • 

The ruling is the result of 
a 14-year challenge by the 
Public Service Alliance. 

The case centres on the* 
1978 Human Rights Act, 
which outlawed the practice 
of paying women less for 
doing an equivalent Job per- 
formed by male counter- 
parts. 


Reno opens probe into Gore fundraising 


By Mark Suzman In Washington 

The White House was 
yesterday battling to contain 
a potentially damaging new 
scandal after Janet Reno, 
attorney-general, opened a 
preliminary investigation 
into possible fundraising 
abuses by AI Gore, vice-pres- 
ident. during the 1996 elec- 
tion campaign. 

Ms Reno’s decision will" 
add to the growing pressure 
on Democrats, who are 
already struggling to contain 
the negative political reac- 
tion to President Bill Clin- 


ton's admission last week 
that he had an “inappropri- 
ate relationship" with Mon- 
ica Lewinsky, a former 
White House worker. 

Republicans have long 
charged that the White 
House engaged in illegal 
fundraising activities during 
the last elections, but Ms 
Reno has so far refused to 
appoint an independent 
counsel to investigate the 
allegations on the grounds 
that she had no credible evi- 
dence laws were violated. 

However, the Justice 
Department has now 


obtained a memorandum 
that suggests Mr Gore may 
have known a portion of the 
cash he helped raise would 
be illegally diverted from 
unregulated "soft money” 
spending campaigns - which 
are used to highlight party 
issues - to “hard money” 
spending on direct election 
campaigns. 

Ms Reno has 90 days to 
investigate the allegations 
and decide whether the case 
merits the appointment of a 
special prosecutor. Last year 
a similar inquiry produced 
no evidence of wrongdoing 


by either Mr Gore or Mr 
Clinton. 

Republicans had mixed 
reactions to the announce- 
ment, with some suggesting 
it could be a ploy to delay 
any final decision until after 
the November congressional 

elections. 

Mr Gore, who spent yester- 
day discussing education 
issues and helping Demo- 
crats campaign in California, 
had no immediate comment 
on Ms Reno’s decision. How- 
ever, the vice-president's 
lawyer said he was confident 
Mr Gore would be found 


innocent of any wrongdoing. 

Meanwhile, Mr Clinton 
. sought to re-emphasise his 
policy credentials by break- 
ing off from his holiday on 
the resort Island of Martha's 
Vineyard to make a speech, 
before a strongly partisan 
crowd in Worcester, Massa- 
chusetts, on new security 
measures for schools. 

The move came as the 
president moils whether to 
make a second statement on 
tbe Lewinsky affair to try to 
allay concern by many Dem- 
ocrats that his first speech 
was not apologetic enough. 


Edmonton mall owners face C$450m suit 


By Scott Morrison 

The owners of West Edmon- 
ton Mafi, the world’s largest 
shopping centre, are being 
sued for CSffiOm (US$300m) 
in damages by Alberta's 
state-owned bank, which 
alleges that the mall's pro- 
prietors secured a C$420m 
refinancing package four 
years ago by bribing a for- 
mer bank employee. 

Alberta Treasury 
Branches (ATB). the provin- 
cial ly owned bank, has 
requested that the mall be 


put into receivership, which 
would enable ATB temporar- 
ily to own the shopping cen- 
tre in trust. The bank alleges 
the mall breached its con- 
tract as a result of improper 
business practices. 

The mall, owned by the 
Ghermezfan family of 
Edmonton, said yesterday it 
would deny the allegations 
in court and oppose the 
application for receivership. 
The centre's general man- 
ager said that it had never 
been in better financial con- 
dition. 


A former top ATB official 
has been accused of accept- 
ing C$500,000 in bribes in 

exchange for granting the 
man a C565m, 30-year inter- 
est-free loan as well as a 
guarantee on a C$353m loan 
provided by Toronto-Dc min- 
ion Bank. ATB alleges that 
ftmds were funnelled from a 
bank account in Israel to 
shell corporations controlled 
by the bank official. A total 
of TO defendants were named 
in the ATB lawsuit 
The Royal Canadian 
Mounted Police has con- 


firmed Rs commercial crime 
division is conducting an 
investigation relating to 
ATB activity. 

The refinancing package 
released West Edmonton 
Mall from its fmanriai obli- 
gations to a syndicate led by 
a Toronto company, which 
would have assumed control 
of the shopping centre Tinder 
a previously signed deal. 
Affidavits filed by ATB 
allege the Ghermezian fam- 
ily attempted to bribe 
another bank official at 
ATB. 


The lawsuit stems from 
ATB investigations over the 
past 18 months. 

West Edmonton Mall - 
which houses 800 stores in 
2.4m sq it of retail space and 
which features an amuse- 
ment park, an ice rink, a 
water park and a sea world 
- was the family’s trophy 
property when It was com- 
pleted in 1985. But the Gher- 
merians quickly ran into 
trouble meeting their obliga- 
tions and were forced to rely 
on concessions from the city 
of Edmonton and ATB. 


Boeing Delta rocket 
blows up on take-off 


By Christopher Parkas 
in Los Angeles and 
Christopher Adams In London 

Misfortune returned to dog 
Boeing on Wednesday night 
when the latest version of its 
Delta rocket blew up shortly 
after its inaugural commer- 
cial launch, on a journey 
which cost an estimated 53m 
a second. 

One day after British Air- 
ways, long a Boeing-only 
buyer, announced it was 
buying European Airbus air- 
liners for the first time, and 
after Europe’s Ariane 4 
launcher made its 37th con- 
secutive successful flight, 
the US group’s Delta III blew 
up 1 minute and 20 seconds 
Into Its mission. 

Understatements flew as 
the ( 12-storey rocket illumi- 
nated the horizon off Cape 
Canaveral, Florida. “We 
have lost the signal .from 
Delta IQ," the official com- 
mentator announced to live 
and television audiences. 

An insurance underwriter, 
assessing the cost to the 
industry at $250m. said it 
was a “significant" sum. 

“This is a little alarming. 
There’s been a run of satel- 


lite losses this year." one 
noted. 

The effects of the failure 
on the Delta nr programme, 
which includes orders for 17 
satellite launches in the next 
three years, were unclear, 
although the accident 
appeared to he a setback for 
Boeing's efforts to compete 
more aggressively with Ari- 
ane and Lockheed Martin’s 
Titan programme. 

Company officials, said 
that although the next 
launch was due within three 
months, the timing would 
depend on the results of the 
investigation of events 
which caused the 12-storey 
rocket to tilt in flight at 
about the time the first set 
of boasters was due to be 
dumped in the ocean. 

The explosion, which 
destroyed a communications 
satellite destined to beam 
television signals to US cable 
operators, was not expected 
to disrupt the business of its 
operator. Pan'AmSat. The 
com p any said it would use 
existing capacity until a new 
satellite could be launched 
in about 18 months. 

Other recent accidents 
include the destruction of a 


US growth still slowing 
despite upward revision 


By Adrian Meharis 


US economic growth was 
slightly faster in the second 
quarter than previous esti- 
mates had stated, but was 
still far slower than earito 
La the year, the Commerce 
Department reported yester- 
day. 

Figure- for gross domestic 
product growth were revised 
upwards to L6 per cent in 
the ApriLJune period, - from 
L4 per emit, yet well down 
on.the 5£per cent rate set in 
the first three months. 

The slight upward adjust- 
ment was mostly due to.' 
stronger demand. After-tax 
corporate profits edged up 
0.3 per emit in the quarter, 
the Commerce Department 
said, following two quarters 


of decline, but were down L5 
per cent on a year ago, the 
first yearly decline since 
1989. 

After- tax profit margins 
narrowed to 9.3 per cent 
from 9.6 per cent in the first 
quarter. 

This^ said. Deutsche Rani* 
Securities in New York, 
reflected higher employment 
and tbe continuing inability 
to raise prices. 

Economists said distor- 
tions in the figures produced 
by the long strike at General 
Motors cut about half a per- 
centage point from second- 
quarter GDP, and would be 
expected to do tbe same in 
the third quarter. 

After that, said Merrill 
Lynch, growth would be 
stuck at about 2 per cent for 


tlie rest of the year. “The 
outlook for next year is ever 
murkier." it said, “Even in 
the worst of circumstances 
we don't see a US recession 
develo ping next year. But 
growth may end up weaker 
than most. . . currently 
expect" 

The Commerce Depart- 
con- 

Wbutors to the increase in 
GDP in the quarter were per- 
sonal consumption expendi- 
tures. producers' durable 
equipment, government 
spending and residential 
structures. 

These were offset by 
decline® in inventory invest- 
pmit “rt.a widening trade 
balance which did not 
b 7 as much as first 

stated. 






■ ■ ijfiri 



Titan IV two weeks ago, and 
the last Delta failure 
occurred in January 1997, 
when a Delta II and its pay- 
load of an Air Force satellite 
lasted 13 seconds. 

Satellite insurance losses 
so for this year total 5850m, 
outstripping premium 
income of about 5600m. But 
premium rates, which have 
fallen from 17 per cent of the 
value Insured to 22 per cent 
in the last three years, are 
unlikely to rise as a result 
Tbe market is over-supplied, 
with capacity of 61bn for 
each launch far greater frhan : 
the average value of 5250m- 
5300m. 

Lloyd’s and the rest of the 
London market are expected 
to absorb less than so per 
cent of the total liability, 
which was placed around the 
■world. Space Machine Advi- 
sors, based in Connecticut 
was the broker for PanAm- 
Sat Aon, the larger Chicago- 
based insurance broking 
group, arranged coverage in 
London. 

The insurance typically 
covers the launch costs, . 
which includes the value of 
the rocket, as well as the 
value of the satellite. 
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ASIA-PACIFIC 


SHRINKING GDP 6.8% FALL REPORTED 


Malaysians 



recession 


ByShaBa lfcWty 
In Koala Lumper 


Malaysia fell sharply into 

recession in the second quar- 
ter of the year, when the 
economy shrank by 6 jS per 
cent compared, with the 
same quarter a year ago - as 
the east Asian financial cri- 
sis hit Jar harder feaq the 
government bad predicted. 

The admission of recession 
by the government yester- 
day confirmed analysts' 
fears. “This highlights the 
need for urgent, recovery- 
based policies," said Neil 
Saker, bead of economic 
research at SG Securities. 
"Things are very much at a 
turning point" 

The country is in its first 
d ow n t urn for 3 Z years, after 
growth of - 7.8 per cent last 
year and rapid expansion 
over the previous decade. 

Bank Negara, the central 
bank, sought to offset defla- 
tionary pressures by imme- 
diately making available 
more money to borrowers 
and at a lower T rate. It 
reduced the intervention 
rate, on which interest rates 
are based, to 9.5 per cent 
than 10 per cent, and cut the 
Statutory Reserves Ratio 
(money financial Institutions 
must place, at no interest 
with the central bank) to 6 
per cent from 8 per cent 

Song Seng Wun, regional 
economist at GK Goh 
Research, said the magni- 
tude of the slowdown, from a 
revised 2.8 per cent contrac- 
tion in- the first quarter, 
would enable Mahathir 
Mohamad, the prime minis- 
ter, to argue that the fight 
monetary policies instituted 
by his deputy, Anwar Ibra- 
him, were not working. . 

Dr Mahathir has sidelined 
Mr Anwar, who is also 
finance minister, and pot his 
confidant, Daim Zainuddin, 
in charge of economic recov- 
ery. Mr Daim reversed Mr 
Anwar's policies of high 
interest rates and fiscal con- 


servatism. But economists 
stressed it would i« y> more 
than that to. revive the econ- 
omy. Banks are over; 
whelmed by nemparfinrntog 
loans, which economists pre- 
dict will account Tor 25-30 

per cent of all loans at the 
peak of the crisis. are 
reluctant to lend. 

“Are banks, going to 

become social-service organi- 
sations and give out loans, 
or be more prudent?” Mr 
Song said. “I thtwir the to tter 
win be the case." 

Even if they do econ- 

omists worry . the funds 
could flow offshore, where 
rates far ringgit deposits are 
higher, weakening' the cur- 
rency. They suspect capital 
controls are likely. 

“In light of the weaker 
than expected out-turn in 
the first two quarters, the 
latest estimates of a dedlne 
of 1-2 per cent In overall 
GDP growth for 1938 as a 
whole would need to be 
reviewed,’’ said Bank 
Negara.' Economists rapidly 
revised their projected con- 
traction from 4-5 per cent to 
7-8 per cent. 

Malaysia is trying to 
revive the economy without 
easing restrictions on for- 
eign direct investment or 
seeking International Mone- 
tary Fund aid. It is establish- 
ing an institution to buy the 
non-performing loans and 
assets of banks, and creating 
a vehicle to recapitalise 
them. But the funding 
remains in limbo after the 
authorities withdrew plans 
to issue bonds. 

Mr Daim revealed how dif- 
ficult instituting a recovery 
would be. “Tbe private sec- 
tor has lost total confidence, 
and many [companies] don't 
want to tell, ns the truth 
about their situation," be 
said. T think most of them 
are in trouble. They expect 
the government to do every- 
thing for than.” 

See'Edrtorfai Comment 


POLITICAL DEADLOCK MIYAZAWA WARNS OF FAILURE WITHOUT PUBLIC MONEY INJECTION 


LTCB rescue ‘needs cash’ 


% Hc&yo Nakamoto and 
Gffau Telt n Tokyo 


Japan’s finance minister. 
Kiichi Miyazawa. warned 
yesterday that tbe troubled 
Long Term Credit Bank of 
Japan would fail if the gov- 
eminent did not inject public 
money into tbe bank. 

“When LTCB requests 
public money, and if we 
don't do it. ..I think LTCB 
will fan," he said. He added 

that the impact of a failure 
of LTCB could run Into “tril- 
lions” of yen, including the 
impact on non-banks. 

Mr Miyazawa was speak- 
ing at a special financial 
committee meeting in the 


Diet where the opposition 
fiercely attacked govern- 
ment plans to inject more 
than YSOObs ($3.46bn> of 
public money into LTCB. His 
comments are likely to fuel 
further investor unease 
about Japan’s banking sec- 
tor, since the fate of the 
LTCB Is seen as a test of the 
government’s ability to stave 
off serious financial unrest 
The ruling Liberal Demo- 
cratic party and the opposi- 
tion yesterday remained at 
loggerheads over tbe plans 
for LTCB. The opposition is 
determined to resist LDP 
plans to rescue LTCB, which 
they suspect is already insoJ- 
veat. 


The dash has delayed the 
parliamentary debate on 
bills designed to revive 
Japan’s banking sector. This, 
has deepened market con- 
cerns that political deadlock 
will prevent the government 
from acting rapidly to deal 
with financial sector woes. 

The Nikkei index yester- 
day dosed at its lowest level 
in six years, at 14.413.79, or 
dawn 3 j 04 per cent. This left 
it near the “post-bubble” low 
of 14J30QA1 recorded in 1992 
and analysts warned it could 
soon breach this symbolic 
level. Pelham Smithers, ING 
Barings analyst said: “If we 
continue to see a stalemate 
in tbe Diet it could go lower, 


below the 14,300 level.” 

The drop was partly trig, 
gered by the broader &dl in 
world stock markets. Howev- 
er. it was also triggered by 
the financial unease. All 19 
leading banks tumbled dur- 
ing tbe day. an unusual 
occurrence in Tokyo. The 
sector closed 3 per cent 
down an the day mid 49 per 
cent down cm the year. 

Meanwhile, Sumitomo 
Trust indicated any decision 
o n Its planned merger with 
LTCB would be delayed until 
after next month, because of 
the longer time taken by the 
Financial Supervisory 
Agency, Japan's banking 
regulator, to audit LTCB. 


Party alliance 
confronts LDP 


Du ajUui ■■ • ■ - — .-i 

of metufo uu mm no 
Gasan Tett . 


Just last week, Japan's 
opposition appeared divided, 
disorganised and incapable 
of providing a credible alter- 
native to tiie ruling Liberal 
Democratic party. 

Such was the disarray that 
the LDP was given a fair 
chance of passing lbs finan- 
cial reform Mils through the 
Diet in spite of the growing 
public uproar over the use of 
taxpayers’ money to rescue 
ailing farafaj- - • 

This week's agreement by 
the main opposition parties 
to form a united front and 
submit their own package of 
financial bills has changed 


all fijaL Their alliance baa 
raised the stakes for the gov- 
ernment in its bid to resusci- 
tate the troubled economy. 
Unless it can speedily imple- 
ment measures to tackle 
Japan’s massive problem 
loans, the yen could weaken 
further, bringing the stock 
market down with it 

The opposition alliance 
means the LDP, which does 
not have a majority in the 
upper house of the Diet, Is 
less likely to win the 
co-operation it needs to paas 
its bills. 

What is more, the opposi- 
tion's rival plan, which has 


won praise from' economists 
and bankers, will probably 
win greater support from a 
cynical public. 

The main differences 
between LDP and opposition 
proposals lie in their treat- 
ment of troubled banks and 
disclosure rules. The LDP 
would have state administra- 
tors take over the assets and 
operations of failed banks 

ftwri maintain credit lines tO 

healthy borrowers. It would 
also try to find a private 
buyer within two to five 
years and, if that Is not pos- 
sible, set up a bridge bank 
under a state holding com- 
pany. 

Large banks would not be 
allowed to foil and would 
- receive public funds to 
recapitalise in exchange for 
wide-ranging restructuring. 
Tbe government has ear- 
marked Yl3.000bn ($90bn) 
for capital injections into tbe 
banks to encourage them to 
implement badly needed 
restructuring. 

The Long Term Credit 
Bank, for example, will 
receive more than Y500bn of 
public funds. But foilure to. 
provide a convincing expla- 
nation for tbe use of public 
money has prompted con- 
cerns that tax money Is 
being pot into a bank that is 
in fact insolvent 



The finance minister, KBctii Myezmrs fieftj, and the prime trarfstar, 
KelzoObuch^atj Diet fl na nctoi oo m mittee y eatordey Reuters 


The apposition insists that 
public funds will not be used 
to rescue foiling banks. Its 
proposal would, in principle, 
liquidate foiled hnnlre and if 
this risked destabilising the 
financial system, the failed 
bank would be nationalised. 
Liquidated banks would be 
sold off within a year while 
nationalised ones would be 
wound up by 200L 

While the LDP would 
leave disclosure up to the 
individual bank, tbe opposi- 
tion would require disclo- 
sure of an loans and loan 
loss reserves. 

The opposition's more 
stringent approach “would, 
be a quicker way to restore 
confidence in tbe financial 
system,” since It would send 
a clearer signal that Japan 
was serious about hanking- 


sector reform, believes Rob- 
ert Feldman, chief economist 
at Morgan Stanley' in Toky o. 

Critics of tbe opposition's 
proposals point out that sell- 
ing a nationalised bank back 
into the market could prove 
difficult There is also con- 
cern about who would 
administer any nationalised 

hanfcc 

However, the biggest con- 
cern is that the opposition 
might delay the entire pro- 
cess of banking reform. “If 
the political debate holds 
everything up for a long 
time that will be very bad.” 
says a senior financial offi- 
cial. Bureaucrats say a delay 
would create the impression 
that Japan was again stall- 
ing on banking reform - and 
thus trigger another market 
setback. 


A$ drops to 
new low amid 
political fray 


By 6ma Rctikmn la Sidney 

Tbe Australian dollar fell to 
a record low oT 56 US cents 
yesterday, fuelling domestic 
uncertainty over the econ- 
omy as rivalry intensified 
between the main political 
parties over tax reform pro- 
posals. 

With national debate cen- 
tring on tax-cut promises, 
critics said that economic 
issues had become hostage 
to electioneering, before a 
likely announcement this 
weekend of an early election 
in October. John Howard, 
tbe prime minister, this 
week confirmed the likeli- 
hood of an early election and 
members of his Liberal - 
National coalition have been 
told the date would be in 
early or mid-October 

The opposition Labor 
party yesterday promised 
tax cuts worth AStibn 
tUS$a.4bn> for low and mid- 
dle-income families as the 
centrepiece of its campaign. 
The package was a response 
to Mr Howard’s announce- 
ment earlier this month of 
sweeping tax reforms, feat- 
uring a ID per cent goods 
and services tax (GST) and 
ASISbn worth of income lax 
cuts. 

The package has pushed 
Mr Howard's conservative 
coalition ahead m public 
opinion polls to draw level 
with Labor for the first time 
this year. Bui economists 
have warned that the gov- 
ernment is in no position to 
draw on projected budget 
surpluses to finance tax 
cuts, particularly in the 
wake of tbe Australian dol- 
lar's plunge and signs of fur- 
ther fallout from Asian eco- 
nomic turmoil. 

Kim Beazley, Labor leader, 
said his plan, whicb offers 
an average weekly A$30 in 
tax cuts to low and middle- 
income families, would rely 
on government annual reve- 
nue sources rather than 
on budget surpluses, and 
would not include a con- 
sumption tax. “This tax 
package does not have at its 


heart the unfairness of a 
GST,” Mr Beazley said. 

But business and industry 
groups criticised the package 
for its failure to address 
inequities in the wholesale 
tax system and said the gov- 
ernment's proposed reform 
programme was “tbe pre- 
ferred package”. 

In efforts to woo the 
so-called “battler”, or low- 
income voter. Labor's pack- 
age singled out specific 
items, promising exemptions 
from the 13 per cent whole- 
sale tax on vegetable and 
fruit juices, which it said 
were “staple household 
items”, while Imposing maxi- 
mum wholesale tax of more 
than 30 per cent on luxury 
items such as “caviar and 
private- use business jets”. 

For Mr Howard, public 
responses over the next two 
days 10 the competing lux 
promises will be crucial in 
the final decision to call an 
election. 

The coalition is also con- 
cerned about the rapid rise 
of One Nation, the anti- 
immigration and protection- 
ist party led by independent 
MP Pauline Hanson. How- 
ever, recent coalition gains 
in the polls have been at the 
expense of One Nation, 

Further complications 
could arise from the weaken- 
ing dollar and growing pres- 
sure on the Reserve Bank of 
Australia, the central bank, 
to raise interest rates to 
counter inflation. “A falling 
dollar is a negative for the 
government in power - it 
contributes to an impression 
that the economy is in trou- 
ble,” said John Edwards, 
chier economist at HSBC 
Markets in Sydney. 

An election campaign, 
however, would paralyse 
monetary policy, said 
another economist. “YVhat 
you have te policy on 
hold. . . both sides talking 
about tax cuts and spending 
more money, and foreign 
markets finding that a little 
too much to bear - and fur- 
ther pressure on the Austra- 
lian dollar.” 


INTERNATIONAL 




up pressure 
on 



By Victor Maiet 
in Johannesburg 


Rebels seeking to take 
Kinshasa, capital of Demo- 
cratic Republic of Congo, 
skirmished with government 
troops on the outskirts of the 
city for the second day run- 
ning yesterday, while South 
African efforts to negotiate a 
ceasefire between the vari- 
ous countries and ethnic 
groups involved in the con- 
flict came to nothing. 

Angolan. Zimbabwean and 
Namibian forces have been 
sent in by their governments 
to support tbe beleaguered 
regime of President Laurent 
Kabila, while Rwanda and 
Uganda are suspected of sup- 
porting the Tutsi-led rebel 
movement. ' 

Zimbabwe's state-con- 
trolled -media reported yes- 
terday that two Zimbabwean 
soldiers had been killed, 
three were missing and 18 
injured, prompting further 
criticism of President Robert 
Mugabe from bis domestic 
opponents. According to the. 
Herald newspaper, however, 
he is sending extra troops to 
support the 600 Zimbabwe- 
ans already .said to be in 
Congo. “Zimbabwe is send- 
ing reinforcements after 

finding that regular troops 
from at least two foreign 
countries [a referenc e, to . 
Uganda and Rwanda] were 
spearheading the attacks on 
Kinshasa, ” the Herald said. 

Just over a. year ago. Mr 
Kabila become tbe darling of 
African and western demo- 
crats when he overthrew 
Mobutu Sese Seko. the cor- 
rupt leader of the country 
then called Zaire. But he 
foiled to unite Congo, root 
out corruption, or mo ?® 
towards democracy, and be 
made enemies of his former 
allies in the region. 

President Nelson Mandela 
of South Africa has sought 
to salvage something fr 0 ? 1 
the turmoil In Congo by call- 
ing for a ceasefire and 
attempting to broker a nego- 
tiated settlement But he has 
been rebuffed repeatedly by 


President Mugabe,' who 
called such efforts the work 
of “hypocrites". 

Yesterday Mr Mandela's 
emissaries - South African 
defence minister Joe Modise, 
and foreign ministers from 
South Africa, Tanzania, 
Mozambique and Zambia - 
foiled to persuade tbe Organ- 
isation of African Unity in 
Addis Ababa to declare its 
support for an immediate 
cessation of hostilities; Nor 
could the ministers visit 
Kinshasa as intended 
because of the fighting and 
they returned to their 
respective . homes. 

Mr Mandela made a mea- 
sured response yesterday to 
Mr Mugabe's accusations of 
hypocrisy. Parks Mankah- 
lama, his spokesman, said Mr 
Mandela had “enormous 
respect” for Mr Mugabe and 
did not believe he had 
intended to insult fellow 
heads of state. 

In Kinshasa, now subject 
to a dusk to dawn curfew. 
Reuters news agency quoted 
Mr Kabila’s political chief of 
staff as saying that the presi- 
dent had left the capital. “He 
cannot be everywhere at 
once,” Abdoulaye Yerodia 
said. “The- president is 
directing the fighting In vari- 
ous places." Congolese offi- 
cials took journalists to 
Kinshasa's airport yesterday 
to prove It was still in gov- 
ernment hands, but AP 
reported that heavy fighting 
' could tie heard' between the 
airport and the capital. 

“Oar forces are now fight- 
ing inside the city of Kins- 
hasa," rebel leader Ernest 
Wamba dia Wamba was 
quoted as saying from the 
eastern town of Goma. “We 
are determined to win and 
control the city " 

Meanwhile; Roman Catho- 
lic missionary organisations 
said the death foil in a mas- 
sacre near Uvira at the 
weekend had risen to ■207. 
Tutsi attackers, apparently 
seeking government support- 
ers, overran a mission 
crowded with refugees and 
also attacked villages. 


US policy towards 



By Stephen Rdfcr 
hi Washington 


Tbe resignation this week of 
Scott Ritter, the chief inspec- 
tor of the United Nations 
Special Commission charged 
with uncovering Iraq's 
secret weapons programme, 
has raised new questions 
about US policy towards 
Iraqi President Saddam Hus- 
sein. 

Mr Ritter cited as his rea- 
son for resigning that the US 
and UN were backing down 
in their co nfr o n tation with 
Mr Saddam, by lessening 
practical support - Including 
intelligence Information - 
for the inspection team seek- 
ing to uncover Iraq’s arsenal 
of nuclear, biological and 
f- beimk-itj weapons. . 

The US strongly denies the 
claims that its policy 
towards Iraq is weakening. 
“The policy hasn't changed: 
the policy is to do what's 
necessary to to get compli- 
ance with United Nations 
resolutions. But there is a 
difference between policy 
and strategy Ion the one 
hand] and tactics.” a State 
Department spokesman said. 

US officials have also said 
that Mr Ritter's statements 
looked at tbe situation from 


too narrow a framework that 
has missed the weakening 
support for the Unscom 
inspections panel among 
Security Councfl nations. On 
the contrary, they say, US 
support for Unscom remains 
second to none. 

However, observers are 
likely to draw a strong con- 
trast between what hap- 
pened at the start of this 
year when Iraq stopped the 
inspection team from carry- 
ing out its work and what 
happened thfc month when 
Mr Saddam decided to sus- 
pend co-operation with 
Unscom and inspectors for 
the International Atomic 
Energy Agency. 

Tbe Iraqi action earlier in 
the year led to a strong 
build-up in US forces In the 
Gulf, with British support, 
and significant threats of 
force towards Iraq. This led 
to a memorandum of under 
standing agreed on February 
23 between Iraq and the UN. 
negotiated by Kofi Annan, 
UN secretary -generaL 

By contrast this month’s 
Iraqi move - an apparent 
violation of the February 23 
agreement - has been 
received with a much lower 
level of rhetoric from the US. 
The State Department 


spo k esma n said all options 
remained on the table, 
including the use of force, 
adding that the US had mare 
military force in -the Gulf 
now than it had in February. 

The change in tack 
appears designed to accom- 
plish a number of things. In 
the first place, with support 
for the sanctions regime 
against Iraq weakening 
within the Security Council, 
the US appears to have 
decided to stave off a com- 
plete unravelling of its pol- 
icy towards Iraq. 

That has meant depriving 
the Iraqi president of pre- 
texts for not complying with 
its commitments to the UN 
and with Security Council 
resolutions. Those pretexts 
have included Iraqi claims 
that Mr Ritter is an agent of 
the CIA. This, from the US 
point or view, would make it 
dear that Iraq was clearly 
responsible for non-compli- 
ance rather than the suppos- 
edly aggressive character of 
some of its inspectors. 

Second, by keeping the 
military threat rhetoric at a 
low level, it deprives Mr Sad- 
dam of the ability to choose 
the tirnmg of his confronta- 
tions with the US. In an 
tminion piece written for the 



Scott Ritter: ciafansd the US and UN were backing down 


New York Times last week, 
Madeleine Albright, the US 
secretary of state, said: “We 
control the timetable and 
will decide how and when to 
respond to Iraq's actions, 
based on the threats. they 
pose to Iraq's neighbours, to 
regional security and to 
America's vital interests." 

Third, tbe approach 
reduces pressure to unwind 
the sanctions regime from 
other members of the Secu- 
rity Council, since Iraq can- 
not evade Its responsibility 
for not co-operating with 
Inspections team. 

Nonetheless, when Con- 
gress comes back from 
recess early next mouth and 
begins hearings on the issue, 
the administration can 


expect some tough question- 
ing. For a sanctions regime 
alone - without inspections 
- would clearly be a work- 
able polio' from a US point 
of view only If Mr Saddam 
had been deprived of his 
ability to produce weapons 
of mass destruction, as some 
in tbe UN believe tie has. 

But sanctions alone are 
unlikely to be seen as ade- 
quate if the Iraqi leader has 
retained tbe capability to 
produce such weapons, as 
Mr Ritter believes. The ques- 
tion then becomes what tbe 
US can do to make Mr Sad- 
dam back down and allow 
the inspections teams to do 
their work. 


Sea Editorial Comment 


Kenya bomb suspects brought to US 


By Robert Pestoo hi London and 
Our tatemattnaJ Staff 


Two suspects in the bombing 
of the US embassy in Kenya, 
including one who told foe 
FBI tbe attackers intended 
to be martyrs, have been 
brought to the US for trial, 
US officials and diplomats 
said yesterday . 

Amos Wake, Kenyan attor- 
ney-general, said Khalid 
Salim and Mohammed Sad- 
diq Odeh were sent to tbe US 
after meetings between gov- 
ernment and law enforce- 
ment 

Mr Salim was flown by the 
FBI to New York, according 
to US officials who spoke on 
condition of anonymity. Tbe 
FBI yesterday described a 
confession in which be said 


he expected to die lx> the 
August 7 suicide attack on 
the US embassy in Nairobi, 
Kenya. 

That bombing and an 
almost simultaneous one at 
the US embassy in Tanzania 
killed 25S people, including 
12 Americans, and injured 
more than 5,000. The US last 
week staged cruise missile 
strikes against targets in 
Sudan and Afghanistan it 
said were , finked to Osama 
bin Laden, the renegade 
Saudl-born millionaire 
whom tbe Clinton adminis- 
tration accuses of inspiring 
the embassy attacks. 

Tbe British Foreign Office 
yesterday ordered the with- 
drawal .of* all British staff 
from its embassy in Khar- 
toum and urged all UK citi- 


zens to leave Sudan. The 
withdrawal was prompted by 
tbe British prime minister's 
support for a US strike on a 
pharmaceuticals factory in 
Khartoum which tbe U5 
says had a dual military pur- 
pose in the manufacture of 
deadly VX gas. 

The quick support by Tony 
Blair for the US action 
prompted tbe Sudanese gov- 
ernment to request the with- 
drawal of the British ambas- 
sador and his deputy. 

Robin Cook, the British 
foreign secretary, yesterday 
agreed to the demand and 
said that the remaining 
eight British staff working at 
tbe embassy would be 
moved to Nairobi and Lon- 
don. 

Speaking outside his offi- 


cial residence in London, he 
added that he was “advising 
British citizens not to travel 
to Sudan and recommending 
that those already In Sudan 
should leave", 

Mr Cook cited “the sin- 
gling out of Britain for criti- 
cism by the government of 
Sudan” as the reason for 
encouraging the exodus. 
However, British citizens 
based in Sudan said be was 
overreacting. 

One Said there had been 
no attacks or discrimination 
against the British since last 
week, when there was a 
Sudanese rally outside the 
embassy to protest against 
UK support for the US 
action. 

A number of aid workers 
said they would not leave, 


for fear of putting in jeop- 
ardy their anti-famine 
work. 

Meanwhile, Mr Cook reit- 
erated his confidence that 
the US had evidence of the 
bombed factory’s military 
purpose to justify its attack. 
He was responding to the 
disclosure in the Financial 
Times that senior FCO offi- 
cials are concerned that the 
plant had a wholly peaceful 
capability and that Mr Cook 
was uncomfortable after the 
prime minister enthusiasti- 
cally supported the US. 

A senior European diplo- 
mat based in Khartoum, who 
has personal experience of 
the tracking of chemical 
weapons technology, said be 
believed the US had made a 
mistake. 


Israelis 
braced 
for more 
attacks 

By ftv) Machfis hi Jetusatan 


Israel was bracing itself for a 
renewal of bomb attacks yes- 
terday, after a bomb 
exploded in Tel Aviv, injur- 
ing 17 people and breaking 
15 months of quiet since the 
last attack in Ihe city . 

Israeli police said the 
bombing seemed to be a ter- 
ror attack. But several hours 
after the blast, no group had 
claimed responsibility. 
Sheikh Ahmed Yassin, spiri- 
tual leader of Hamas, tbe 
extremist Palestinian Islam- 
ist group, said: "We don’t 
know wfio carried it out". 

Since 1994, Hamas suicide 
bombers have killed scores 
of Israeli civilians in an 
attempt to destroy interim 
peace deals between Israel 
and the Palestine Liberation 
Organisation. 

This week. Sheikh Yassin 
vowed to strike Israel in 
response to tbe US attacks in 
Afghanistan and Sudan. 

But Palestinian officials 
warned Israel not to blame 
Palestinian groups until evi- 
dence linked them to the 
explosion. 

After the bombing, Benja- 
min Netanyahu, Israeli 
prime minister, demanded a 
crackdown by the Palestin- 
ian Authority self-rule gov- 
ernment on terror groups as 
a condition for progress in 
tbe peace process. 

He baa repealed this 
demand over many months, 
even though the last suicide 
bombing In Israel took place 
a year ago and many attacks 
were planned from parte of 
the West Bank still under 
Israeli military control. 

The Jerusalem municipal- 
ity gave the final go-ahead 
yesterday for the construc- 
tion of 133 housing units for 
Jews in an east Jerusalem 
neighbourhood, with con- 
struction expected to begin 
in the coming months, a city 
spokesman said. AP reports 
from Jerusalem. 

Palestinian Authority offi- 
cials labelled the approval a 
“provocation’* and said that 
they would fight the project 
in traditionally Arab east 
Jerusalem “with all means”. 


tiled 

jer 


ml S 

s 


iter- 


y 

• Qt 
S. 

as 


o. 

IS 

lie 


e 

IB 

1 


il- 

S 


a- 








6 


-0 


Bak 


u 

it 

M 

U 

w 

» 

u 

» 

It 

Rr 

£ 



FINANCIAL TIMES 


FRIDAY AUGUST 28 


1998 


BRITAIN 


INWARD INVESTMENT SILICON VALLEY TECHNOLOGY GROUP CHOOSES ENGLAND FOR EUROPEAN RESEARCH BASE 


US chip company to open centre 


By Brian Groom to London 


Lattice Semiconductor, a 
microchip design company 
based in HEUsboro, Oregon, 
is to open its first European 
research and design centre 
in south-west England. 

The centre will bring to 
Europe semiconductor tech- 
nology previously developed 
only in California's Silicon 
Valley. 

Lattice is world leader in 
design and development of 
in-system programmable 
logic devices - microchips 
which incorporate program- 
mable elements that make 


them suitable for a wide 
range of electronic applica- 
tions from computers to 
mobile phones and aircraft 
avionics. 

It will operate from tempo- 
rary premises this autumn 
and move to permanent ones 
next year. The location has 
not yet been chosen, but will 
be in the Bristol-Swtndon 
corridor that contains most 
of the region's high-technol- 
ogy companies. 

Lattice’s existing research 
and development is con- 
ducted in Silicon Valley, in 
Shan g hai , and at its corpo- 
rate headquarters in Oregon. 


The new centre win focus an ay's chief executive, said it 
designing deep sub-micron "boosts our region’s repufa- 
integrated circuits to expand , tion as one of the InteUec- 


rts product family. 

Steve Skaggs, senior 
vice-president and chief 
financial officer, said: "Hie 
Brlstol-Swindon M4 [motor- 
way] corridor has a well 
established base of highly 
qualified engineers suitable 
for our technically demand- 
ing design requirements.'’ 
Otber potential locations 
had include d Hampshire in 
southern England. Scotland 

and Ireland. 

Peter Connor, the West of 
England development agen- 


tual centres of the world’s 
semiconductor industry”. 

Semiconductor designers 
in south-west England 
include France’s STMicroe- 
Iectronics. Canada's Mitel 
Semiconductor. Oak Tech- 
nology of the OS, and UK- 
owned Swindon Silicon 
Systems and West code. 

Some -of the biggest elec- 
tronics groups, such as Hew- 
lett Packard, Intel, Motorola 
and Lucent Technologies, 
employ large numbers in the 
region, which rivals Cam- 


bridge and central Scotland 
as a technology centre. Peter 
Mandelson, chief industry 
minister, said the announce- 
ment "confirms the UK’s 
position as the leading Euro- 
pean centre for the develop- 
ment of new technologies 
that will drive the know- 
ledge-based industries of the 
next century". 

The announcement pro- 
vides a fillip far the West of 
England development agen- 
cy’s attempt to market the 
region, which Is home to 900 
electronics-related compa- 
nies. as one of the world's 
tap high-technology areas. 


S-E ENGLAND ‘IF WE WERE AN INDEPENDENT COUNTRY WE WOULD BE THE WORLD'S 1 9TH-LARGEST ECONOMY’ 


World-class 
status is 
region’s goal 


By Brian Broom in London 


South-east England could 
achieve economic growth 
rates of nearly ID per cent a 
year and become one of the 
world's 10 most successful 
regions within a decade, the 
chairman-designate of its 
regional development agency 
has predicted. 

"The south-east is a 
£100bn ($165bn) economy of 
8m people,” said Allan Wil- 
lett. If we were an indepen- 
dent country we would be 
the world's I9th-Iargest econ- 
omy, and the lOth-largest in 
Europe.” 

The south-east must be 
Britain’s “innovation 
region”, he continued, in an 
interview with the Financial 
Times. It must attract clean, 
high-technology industries 
and “leap up the chain of 
high value-added business”. 
It also had to improve Its 
“second-class” rail network. 

He said the south-east 
should look not just to suc- 
cessful European regions 
such as Hamburg, Paris and 
Munich, but to US regions 
such as west Connecticut, 
which hears the same rela- 
tionship to New York that 
south-east England has to 
London. 

Mr Willett, chairman of 
Willett International, a man- 
ufacturer and supplier of 
coding and labelling equip- 
ment, is one of eight chair- 


men ch osen to hand English 
development agencies, which 
begin operations next April. 
To concentrate on the 
part-time job, Mr Willett has 
handed over the role of chief 
executive of the family busi- 
ness to his son Robert 

Unlike parts of northern 
England and the Midlands, 
the south-east has little 
regional consciousness. Mr 
Willett is used to building 
organisations from scratch, 
having founded the Centre 
for Tomorrow's Company in 
1996, following a Royal Soci- 
ety of Arts inquiry, as well 
as his own business. 

The headquarters of the 
south-east economic develop- 
ment agency, which will 
have up to 100 staff, will be 
Guildford, to the south-west 
of London. That makes the 
town the region’s adminis- 
trative capital: It already 
houses the government 
office, and the recently 
formed investment agency is 
likely to move there. 

The region encompasses 
nine counties outside Lon- 
don. “We have got to work 
closely with London, which 
is like sharing a tent with an 
elephant,” Mr Willett said. 

Although it is the wealthi- 
est UK region outside Lon- 
don, south-east England 
slipped from 15th to 18th 
among European regions in 
1995 in gross domestic prod- 
uct per head. Mr Willett 



London’s subsidy to rest of UK may be $23bn a year 


London’s tax subsidy to the 
rest of the UK may have 
reached £14bn ($23 bn) a 
year, or £2,000 per 
Londoner, according to a 
report by the National 
institute of Economic and 
Social Research published 
today. Brian Groom writes. 
The research, tor London 
Chamber of Commerce and 


Industry, suggests tint 
25,000 jobs could be 
created by reinvesting £2bn 
in the capital's transport 
in fr a s tru cture. Several 
potential candidates to be 
London’s elected mayor 
have called for £2bn to be 
taken from the government’s 
budget tor Sootiand and 
spent In the capital. Andrew 


Hawkins, the chamber’s 
director of po§cy, said: 
"Despite the fact that the 
capital generates up to 
£14bn more than is spent by 
government here every year, 
we have the second highest 
unemployment rate in the 
country and the most 
congested transport 
system” 


wants to bring poorer parts 
of the region such as 
Thames Gateway, Thanet, 
Hastings »nri other coastal 
areas up to the south-east 
average. 

He believes long-term 
growth rates approaching 
double digits can be 
achieved in sprite of the cur- 
rent slowdown, which he 
sees as necessary. “I don’t 
disagree with the Bank of 


England's monetary commit- 
tee. Even though my com- 
pany exports 90 per cent of 
its UK output - and you can 
imagine what that's doing to 
us — Fd rather have that 
than inflation,” be paid. 

Unlike some chairmen fur- 
ther north, he believes the 
RDAs should run for a cou- 
ple of years before pushing 
for extra powers. High on his 
agenda is the possibility of 


regional funds for venture 
capital or buy-outs, or a 
regional bond for develop- 
mentiMr Willett welcomes 
the indirect diamber bong 
created to advise the RDA. 
As to whether it should 
eventually become an 
elected assemhly, he said: “If 
that is what the people of 
the south-east want in the 
next 10 years, that it will 
happen by evolution." 


Bill to establish financial 
regulator may be delayed 


By George Parker 
and Robert Pasted 

A bill to give legal 
underpinning to the Finan- 
cial Services Authority, the 
new "super-regulator” for 
the City of London, is one of 
a number that are Ukely to 
be postponed. 

The government had 
promised a draft FSA bill 
before the summer recess, 
but it never materialised. 
Although the draft is com- 
plete. there is no firm date 
for its publication. 

Tony Blair, the prime min- 
ister, is to put back some 
important bills to clear the 
way in the next session of 
parliament for a battle with 
peers over reform of the 
House of Lords, the une- 
lected upper House of 
parliament. 

It emerged yesterday that 
a long-awaited bill to intro- 
duce a Food Standards 
Agency is also likely to be 


delayed. Another central 
commitment by the govern- 
ing Labour party, a Freedom 
of Information bill, is expec- 
ted to be delayed for at least 
a year, along with important 
legislation on financial ser- 
vices supervision. Senior 
ministers warned that the 
□ext Queen’s speech, setting 
out the government’s legisla- 
tive programme, is not likely 
to take place until early 
December, far later than nor- 
mal. 

It will set out a slimme d, 
down programme, at the 
centre of which would be a 
bill to abolish the voting 
rights of hereditary peers. 
Ministers fear that Conserva- 
tive members of the House 
of Lords, and even some Lib- 
eral Democrats, could 
attempt to sabotage govern- 
ment bills in protest at 
Lords reform. 

"Any significant pieces of 
legislation could be bracked 
in the Lords and delayed for 


months,” said one minister. 
“The legislative programme 
for the next session will take 
that into account and be 
unique." 

The biD to set up the Food 
Standards Agency was 
hailed last year by Mr Blair 
as one of the government’s 
top priorities. The delay will 
delight the food industry, 
which has been lobbying 
ministers to drop plans to 
charge a licence fee to food 
producers and outlets, to 
help raise about £60m (J99m) 
to fund the agency. 

Officials are studying the 
possibility that the charge 
might be levied exclusively 
on food outlets, not produc- 
ers, to ensure that British 
food producers were not put 
at a competitive disadvan- 
tage. The Ministry of Agri- 
culture insisted that a 
"shadow agency” was 
already in place. Legislation 
would be introduced at the 
first opportunity. 


Thatcher ‘ready 
to lead again 5 


By George Parker, 
Poitfcal Correspondent 


Baroness Thatcher yesterday 
predicted that the opposition 
Conservative party would 
lose the next general elec- 
tion, adding that she was 
open to offers If people asked 
her to come back as leader. 
As Conservative leader, she 
was prime minister from 

1979 until she quit in 1990. 
She won three general elec- 
tions in succes sio n. 

hi a characteristic display 
of self-confidence. Lady 
Thatcher claimed in a maga- 
zine interview yesterday 
that the heavy Conservative 
defeat In the 1997 election 
was a direct consequence of 
her ejection by her party In 
1990. 

“Tbe people who brought 
about that incident [her 
phrase for the circumstances 
of her downfall] are respon- 
sible for tiie biggest defeat 
the Conservative party has 


ever had,” she said. “They 
have let the Labour Party in. 
and big! You won’t turn that 
round in one election.” 

Her comments hardly rep- 
resented a ringing endorse- 
ment of William Hague, 
whom she backed in the par- 
ty's leadership contest last 
year against Kenneth 
Clarke, who bad been chan- 
cellor of the exchequer in 
the government of John 
Major, Lady Thatcher’s suc- 
cessor as prime minister in 
1990. 

The 72-year-old baroness 
said she was always waiting 
in the wings as “a backstop”, 
although »h<* admitted that 
there were plenty of young 
people ready to take the 
Tory helm. Speaking to Saga 
magazine, she admitted to 
having slight hearing prob- 
lems. She and her husband 
Denis wash the dishes 
together “because they do 
not produce enough to jus- 
tify buying a dishwasher”. 


Beleaguered foreign secretary finds haven in Europe 

Robin Cook is likely to restore a damaged 
reputation through his skilful touch in EU 
policy development, says Robert Peston 


R obin Cook, the foreign 
secretary, is widely seen 
to have bad the least 
auspicious debut of any of 
the senior ministerial col- 
leagues of Tony Blair, the 
prime minister. 

For months, embarrassing 
details of the breakdown of 
the foreign secretary's mar- 
riage titillated readers of the 
tabloid press, while the 
weightier sheets complained 
of deficient management of 
the Foreign Office during 
the “arms- to- Africa" affair. 

This is a shame because 
Mr Cook is an individual of 
remarkable analytical and 
oratorical talents, if a bit 
prone to vanity even by the 
standards of an image- 
obsessed cabinet 


But as he packs his bags 
and heads off on holiday, he 
should take heart with eco- 
nomic growth expected to 
decelerate sharply, holders 
of the big domestic portfolios 
- especially the chancellor, 
his fiercest rival - are likely 
to see their popularity rat- 
ings fall, while he should be 
safe from squalls. 

Mr Cook is also showing a 
deft touch in the c hallenging 
area of European Union pol- 
icy development. The For- 
eign Office has this summer 
come up with imaginative 
and practical proposals on 
Europe. They will be deliv- 
ered to the prime minister 
this week, following a series 
of Foreign Office brainstorm- 
ing sessions. 


These have involved an 
unusual number of non- 
government contributors, as 
part of an attempt by Mr 
Cook to break what he sees 

as an insular departmental 
culture. On Wednesday, for 
example, Helen Wallace of 
Sussex University led a dis- 
cussion with the foreign sec- 
retary and a dozen academ- 
ics and commentators. 

So the UK should be in the 
vanguard of preparation for 
October’s spedal summit of 
EU government 'heads in 
Austria. This will debate 
how the EC's legitimacy and 
popularity can be enhanced. 
And, for once, a British 
administration is working 
With the flow Of changing 
sentiment across Europe. 

This is important. Mr Cook 
is these days a cautious and 
pragmatic pro-European, 
although struggling to 
slough off his erstwhile repu- 


tation as a sceptic. He was 
particularly annoyed when 
one of his recent sugges- 
tions, that EU members 
should pursue future inte- 
gration via agreement on 
common general standards 
rather than through detailed 
technical directives, was 
hailed as a Eurosceptic 
initiative. 

In fact, Hs practical conse- 
quence could- be to acceler- 
ate EU harmonisation. Mem- 
ber states should be less 
minded to resist adopting a 
common approach to social 
or employment policies, for 
example, if discretion in the 
detail of implementation 
were left to member states' 
parliaments. 

But Mr Cook feels the 
overriding challenge is to 
restore popular support for 
the EU. and is wedded to the 
notion that the way to make 
people feel closer to it is to 


secure greater involvement 
of their national parlia- 
ments. His preference is for 
the creation of a powerful 
new “scrutiny committee” of 
national MPs, whose role 
would be to p re v en t the EU 
straying into legislative ter- 
ritory best left to individual 
states. 

It would be the watchdog 
of a new "subsidiarity code”, 
which would give practical 
form to EU leaders' determi- 
nation to limit further inte- 
gration only to those areas 
where collective action is 
probably superior to individ- 
ual initiative. . . 

But perhaps the most sur- 
prising - and welcome - 
aspect of these proposals is 
that they are not yet official 
government policy. Unlike 
so many of his ovine col- 
leagues, Mx Codk is airing 
ideas that are still to receive 
Mr Blair's imprimatur. 




tests may 
give extra 
indications 
of CJD 


By C&vt Cookson, 
Scfence Edttor 


Many thousands of surgical 
samples from routine 
operations to remove the 
appendix and tonsils are to 
be tested in an effort to 
assess -the extent 'to which 
BSE or “mad cow” disease 
mfecHnn has spread ftrfn the 
human population, the 
Department of Health said 
yesterday. 

The announcement, co- 
incided- with the publication 
in week’s ibwWmI jour- 
nal Lancet of the first clini- 
cal evidence flwfc the infec- 
tious protein responsible for 
BSE and its human equiva- 
lent, new-variant Greutz- 
feldt-Jakob disease (nvCJD), 
could be detected elsewhere 
in the body before it started 
destroying the brain. 

Doctors at Demfbrd Hospi- 
tal, Plymouth, worked with 
the National CJD Surveil- 
lance Unit in Edinburgh to 
identify the scHaOed prion 
protein in a pre se rved sam- 
ple of appendix removed 
from a coastguard in an 
operation in 1996. He began 
to develop symptoms of 
nvCJD eight months later 
(numbness in his face and 
right hand} j 11 ™* died in June. 

Sir Kenneth ri«imaw 1 rhw 
irwwtv-nl officer, said the dis- 
covery provided the first 
opportunity to assess the 
number of people who were 
harbouring infection 
through having eaten BSE- 
contaminated meat during 
the 1980s, before government 
controls took effect. 

Although 27 have died of 
nvCJD in the UK since 1995. 
researchers have no idea 
whether an pptrienrtn of the 
human disease is on Its way, 
because its incubation 
period is unkno wn. 

The Department of Health 
and Medical Research Coun- 
cil are working out the best 
way to test thousands of 
camping of appendix and ton- 
sils, removed in. operations 
over the past few decades, 
which are preserved in hos- 
pital tissue banks. 

The most difficult unre- 
solved question is an ethical 
rather than a scientific one: 
should healthy people, 
whose samples show prion 
protein, be told they are at 
high risk of developing a 
horrible - and untreatable - 
biain disease? Sir Kenneth 
said the issues were similar 
to those that arose in the 
1980s when it was possible to 
screen for the HIV virus that 
caused Aids but not to offer 
treatment for those who 
tested positive. 

Although the Department 
of Health presented the 
Plymouth case in a posttive 
light. Sir Kenneth said it 
"also raises issues about the 
possible transmission of the 
prion protein via medical 
instruments” from patients 
undergoing routine surgery. 

• However, • the govern- 
ment's expert advisory com- 
mittees said the risk of CJD 
transmission from this route 
was "minimal" and no new 
precautions need be taken. 


NEWS DIGEST 


NORTHERN IRELAND 


Paramilitary prisoners may 
be freed within two weeks 

The first 17 of 200 

jail in Northern Ireland may be reteased 
£e UK government’s Sentence 
-cated yesterday. Several paramStaY 
freed Infoe Republic of ^ 

agreement but none in UK ^ ^ 

7h» early iriMMhm is open 
Irish Republican Army and Its mate 
foe Ulster Defence Association andU^M' 

The Commission said it had received ^^appjca ^ ^ 
which 38 had been returned 
conform to foe criteria or had been 
Bgftty-forae applications were at 
which 32 had come from Republican pnson«Sj2Sn>°™ 

anti^natJonaQst -loyalists' and 22 frm. P« P * g ™ ?* « 
' terrorist offences but who had dissociated themselves 

from paramifitary groupings. =rh«me 

Under foe terms of the peace 
Will be staggered over a two-year Jrente 

aterf to organisations that “have not estabfehed «; are not 
maintaining a complete and unequivocal ceasefire wfBnot 
benefit from the arrangements. ^.^htin+he 

• The party erf Spanish 

Omagh bombing In Northern Ireland returned to Madrid 
yesterday. Four of foe party aged between ru ne and 1 5 

remain In critical condition in Belfast's 
pHn) a teacher and a 12-year-oW boy who dK» m tne 
attack by foe Read IRA were the first citizens of a country 
other than foe UK and Republic of Intend ^be 
terrorist attack in 30 years of Northern Ireland Troubles . 


DIVIDEND TAX CREDIT 


Pension funds weather change 

A tiny minority of foe UK's 100 latest companies have 
reported a substantial increase In periston costs following 
lact- year's removal of the dividend tax credit, according to 
research published yesterday. The results of foe survey by 
Lane, Clark and Peacock, a firm of actuaries, are likely to 
provide succour to supporters of the government’s aboli- 
tion of foe Advanced Corporation Tax credit 
The survey shows that the remaining 63 companies to 
have r&-evaiuated pension funds since last July's abolition 
have either changed their actuarial assunpttons to make 
them more optimistic or left them unchanged because 
they were 'prudent” enough to absorb the extra costs. The 
abolition of foe tax credit cut the vatoe of dividends held 
by previously tax-exempt pension funds by 20 per cent In 
Its lest annual survey LCP argued that foe abolition could 
increase pension costs lor foe FTSE 100 by between £1 bn 
($1.65bn) and £2bn ayear. Jane Martinson, London 


SCOTTISH PARLIAMENT 

Call for financial control 

A management and finance department should be estab- 
lished by foe planned Scottish parliament to ensure that its 
a ckn inistr aU on takes an efficient and innovative approach 
in public spending decisions, the independent Scottish 
Council Foundation says today. 

The department “will be vital” to enable foe parliament 
to perform Its most important task: determining how to 
spend the region’s £14bn ($23bn) budget 

The report came as Tony Biair, the prime minister, yes- 
terday began a two-day visit to Scotland to bolster 
Labour’s campaign in advance of foe first elections to the 
parliament next year. Opinion polls suggest the Scottish 
National party has a command ng lead over Labour for 
control of foe parfiamenL The prime mmlster told the Scot- 
tish Mirror newspaper “Their goal is to wreck foe Scottish 
parliament and use the chaos to wrench Scotland out of 
foe UK, no matter what the damage to Scots’ jobs and 
nves&nent” Andrew Parker, London 


PRIVATE FINANCE INITIATIVE 


More projects get go-ahead 

Fifteen more local government private finance projects 
were given the godhead yesterday amid signs that the 
government’s private finance initiative (PR) is finally begin- 
ning to take off. 

Nick Raynsfbrd, foe environment minister, announced 
that a range of schools, a library, a leisure centra, and a 
fire station would join the other 51 local authority projects 
so far giver the go ahead in a programme with a total 
Investment value of £500m ($825m). 


He did so as the Treasury said that the rash of PFI deals 
signed over the summer has taken the total to more than 
£1.S5bn this year - a significant increase over the same 
period last year. Nicholas Timmins, London 


Industry group warns of 
gloomy economic outlook 


By ffiebani Adams ta London 


The Confederation of British 
Industry yesterday issued a 
sharp downgrade to its fore- 
cast for the UK economy 
next year, slashing 1X9 per- 
centage points off growth 
because of falling consumer 
spending and investment. 
The CBI now expects gross 
domestic product to grow by 
just L2- per cent hi 1999. In 
ite previous forecast, pub- 
lished in May, it predicted 
growth of 2J per cent. 

But the employers’ organi- 
sation stopped short of fore- 
casting a recession - two 
consecutive quarters, of fall- 
ing output - between now 
and the end of 1999- “Growth 
is pretty much flat, grinding 
to a bait In the next 18 
months," said Kate Barker, 
the CHI's chief economic 
adviser. Bis Barker was care- 
ful to say the CRTs central 
case was not a “bard land- 
ing”, even though It bad 
moved away from its earlier 
predictions of a soft landing. 

The CBI expects inflation 
to fall back, to the govern- 
ment’s target rate of 25 per 
cent by the end of next year 
- and sees the Bank of 
England, the UK central 
bank, cutting interest rates 
by as much as L25 per cent 
by the fourth quarter of 1999. 

. Hardest lilt by the slow- 
down in 1999 Is expected to 
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be consumer expenditure, 
falling by two-thirds to L3 . 
per cent annual growth. 
Betas sales volumes should 
crash from' growth of 3.4 per 
cent this year, to just 0.4 per 
cent in 1999- Consumers are 
more likely to save their 
money, causing a rise in the 
savings ratio. 

Company profits win also 
be hurt, as average earnings 
growth remains above .4 per 
cent The CBI Is predicting 
pretax trading profit growth 

of just 0.1 per cent in 1999. 
Profit growth was 3.1 per 
cent last year. 

The CBrs forecast for the 
UK economy is the latest in 
a series of gloomy predic- 
tions. 

The profits figure is more 


pessimistic than many simi- 
lar forecasts. Merrill Lynch, 
the in vestment bank, is fore 
rastteg flat profits growth 
but higher inflation (23 per 
and average earnings 
growth (5.1 per cent). 

Schroders expects com- 
pany profits to fafl, by 3.4 
per cent, but with similarly 
strong earnings and inflation 
increases. 

Consumer expenditure will 
add just 0.9 percentage 
points to gross domestic 
product growth, compared to 
23 fast year and 2 4 this 
year, according to the CBI 
The confederation’s predic- 
thmofiapercentgro^TS 

consumer spending in 1999 ^ 
wen talow tie majority 
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RECRUITMENT 




■ RICHARD DONKIN 


Working on a new ethic 


Can capitalism be ‘re-engineered’ to 
include the great mass of people? 


Is begging work? I pondered 
this Question In San 
Francisco which must have 
some of the world's most 
enterprising beggars, 

One, patrolling a traffic 
junction; had milk crates 
strapped to his feet to raise 
his risibility and used a long 
pole with a net to reach 
across to rar windows. 
Another bad a small sign by 
bis tin saying: "Let's be 
honest, it’s for the 
Budwefcer.” But by tar the 
most successful was the one 
dressed as a cow. 

Hie man in the cow suit 
had a prime position next to 
the pier for the Alcatraz 
ferry. A sign round his neck 
said: "I moo for cash”. Every 
time someone threw a 
quarter into his tin he would 
jump up and down, mooing 
while pulling his rubber 
udders. Watching his 
performances for some ti™ 

I reckoned that he must 
have been making about 910 
(£0 an hour, easily twice 
that of the assistants in the 
fast-food bars nearby. 

This US-style begging had 
an entrepreneurial fizz that 
would have been admired, 
although not necessarily 


understood, by the roadside 
beggars of Bombay who 
pursue their art with a 
vocational zeal (ti nwfpri 
more towards evoking 
sympathy than providing 
street entertainment. 
Whether they would 
recognise it themselves, both 
the San Francisco arid 
Bombay beggars are engaged 
in activities that require 
effort and invention. . 

So. is it time for a 
redefinition of the meaning 
of work? Jeff Gates, a 
counsel to the US Senate 
Committee on Finance in the 
1980s and a pioneer of . 
employee stock ownership 
plans (Esops) in the US, 
believes that the work ethic 
needs updating to make it 
relevant to an era when 
machines, or what he calls ' 

“ownable assets” perform 
much of the work. 

In his new book*. Mr 
Gates points out that the 
word “work” is derived from 
the Greek word for 
“sacrifice” - a necessary 
evil, requiring an employee 
to give up his leisure in 
return for wages. This would 
suggest, he writes, that “the 
ideal of an employer is to 


have output without 
employees, white the ideal of 
the employee is to have 
income without work”. 

‘ This, be accepts, is 
contradicted by those who 
stress tbe psychological 

imperative of work so that , 
as Max Weber, the German 
economist, put it, “one does 
not work to live, one lives to 
work”. People's identities 
have long been defined by 
their work, writes Mr Gates, 
apparent in man y surnames 
such as Baker. Butcher and 
Smith. 

That we are what we do 
may be true but the content 
of the job for many in low 
paid work is hardly 
sufficient to make Weber’s 
notion palatable. Studs 
TerSel, “the working man's 
philosopher”, said that 
“work is about daily 
meaning as well as daily 
bread. For recognition as 
wen as cash; for 
astonishment rather than 
torpor; for a sort of life 
rather than a Monday to 
Friday sort of dying”. 

Mr Gates' concern goes 
beyond the content of work 
to the capitalist system 
itself. However successful it 
has become it is not very 
good at actually creating 
capitalists. Everyone should 


have the means to become a 
capitalist in a capitalist 
society, be says, yet this is 

not the case. 

The rich are getting richer 
white the poor are finding 
themselves ever further 
adrift. US Census Bureau 
statistics for 1996 showed 
that the top fifth of 
American households were 
receiving 48-2 per cent of the 
nation’s' Income compared 
with a bottom filth surviving 
on 3.6 per cent Supply-side 
economic measures from the 
Reagan and Thatcher eras 
have moated not so much a 
trickle-down but “trickle-up” 

effect, says Mr Gates. 

Such measures have 
allowed the unbridled 
advance of the capitalist 
System but, he says, it has 
proved Incapable of 
including the mass of people, 
whether in or out of work. 
The solution, he argues, is 
not to rely on a return to 
Keynesian economics but to 
“re-engineer capitalism” 
with policies designed to 
promote wider share 
ownership of companies. 

Mr Gates.' arguments have 
been i n fluen tial in the 
establishment of tax 
incentives designed to 
encourage large family 
shareholders in the US. 
looking for a tax efficient 
way to shed their stock, to 
transfer their holdings into 
Esops. But the spread of 
such schemes has been too 
slow to create the critical 
mass necessary to change 
the existing system of 
corp o rate finance. To create 
such a change, Mr Gates 
accepts, would need a 
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WORKING BRIEFS 


fundamental shift in policy. 
He says this could help drive 
further tax relief and 
incentives and the 
introduction of share 
ownership plans for . other 
corporate “stakeholders” 
such as suppliers, 
distributors and customers. 

His book is interesting on 
the question of ownership, 
employee motivation and 
Input. Ownership, by itself, 
be notes, is not sufficient to 
elicit employee commitment. 
Employee owners soon 
became disillusioned unless 
managers also involved 
them in decision-making. 

Such involvement would 
enhance the content of work, 
refocusing managers on 
necessary work rather than 
work in its traditional sense 


of sweat and toil. The work 
ethic, says Mr Gates, should 
be viewed today as an 
“exchange ethic" requiring 
productive input that does 
not necessarily assume the 
need for human labour. 
Could this really arise from 
true worker capitalism? 
Imagine if the financial 
benefits of labour-saving 
technology were more 
evenly distributed among 
the population. You could 
hang up your cow suit for 
good. 

*T7ie Otmership Solution. 
Toward a Shared Capitalism 
Jor the 21st Century, 
is published by Penguin 
Books 

richarcLdonkm j ft com 


Safety net for 
families cast 
adrift in posts 
overseas 

EGA International, a 
specialist consultancy in 
international human 
resources has launched a 
weti site with rts US sister 
company, Windham 
international, aimed at 
j helping the families of 
executives working overseas 
to get the most out of a 
posting. 

“At present the primary 
reason candidates give for 
turning down an international 
assignment is their partner's 
career and the main cause 
of assignment failure is the 
inability of a partner to 
adjust to the new location," 
says Charlene Solomon, 
senior consultant at 
Windham international in 
New York. 

in addition to careers 
advice, the site, called 
ExpatSpouset.com. wifi 
include a bulletin board on 
which members can post 
their CVs if they are seeking 
work overseas. Access to 
the site is gained through 
corporate membership. 

Never go back 

You tell your company you 
are planning to leave and it 
responds with a hefty 


counter otter. Should you 
stay or should you go? Jeff 
Grout, managing director Of 
Robert Half International, the 
recruitment consultant, says 
the best bet is to go. 

“The counter offer can be 
as much as 10 to 15 per 
cent more than an 
employee's existing salary 
but to accept it can be 
career suicide.’' he says. 
“Counter offers simply buy 
time and six months down 
the line the employee who 
has been lured back will find 
he no longer has a iob.” 

Mr Grout's research 

suggests employees should 
carefully consider their 
original motives for seokmg 
to leave bet ore deciding 
otherwise. “Don't accept the 
new offer unless it deals 
with all your reasons for 
wanting to leave and ensure 
the offer is confirmed m 
writing,” he says. 

Online for jobs 

Bewildered at the number of 
recruitment consultancies 
out there? The UK's 
Federation of Recrutment 
and Employment Services 
(Fres) alone has *1,700 
members all of which are 
now listed on an internet 
"consultancy finder", 
www. fres. co uA. The service 
allows job candidates ex 
employers to find a 
consultancy by choosing a 
sector and selecting u job 
type. 


BANKING FINANCE & GENERAL APPOINTMENTS 


A WEALTH OF 
EXPERIENCE 

City 

c£45,000 - £50,000 
+ benefits 


One of the UK’s leading banks, the Halifax is investing in the future. Highly 
respected for our tong-fine of achievements, we are currently seeking to add to 
our vast wealth of talent 

A corne r stone for business development, our expanding Treasury team is making 
‘ the transition fitm a funding six! Sqmijity management service fundiem to a major 
profit centre. Akrag to greedy increase both the wAnne and range of instruments 
traded, we have identified a need for two experienced professionals with a blend of 
treasury and audft skits to help estabfsh an operation r London to complement 
our Hafifax based team. 

- Having in-depth auditing and ride ma na gement experience gained to a wholesale 
bank, you will also contribute to the ongoing development of our central 
framework. 

Treasury Auditor 

A committed team player with around 4 years' experience to an audit banking 
wwironment, you will undertake autits using a riskbased approach, covering the 
trading and back office activities of such instruments as or/off balance sheets, 
FA, options, repos, FRAs, Swaps and various interest rate products. 


Treasury IT AuorrOR 


HALIFAX 




Equal opoortuiities for all 
our poficy is as sriipte as that 


With toe credbity to esfebfish yourself as a key member of our team addressing 
audit issue refeifrig to the implementation and development of major new 
trading, bade office and risk system projects. A knowledge of such systems as 
ACBS. ALFA/AXIQM, QRM and MIDAS would be desirable. 

Vftdst a relevant Qiaffication would prove advartageous, both rotes demand exedent 
interpersonal skis and toe abffly to both imptemaot and harness change. 

These are excellent opportunities to add to your wealth of skills and offer a highly 
attractive salary aid benefits package, todudng relocation where appropriate. 

To apply for one of these higHy rewarding rote*, please wrte with your 
CV and detail of your currant rermmeratkm package to: 

Catherine NewbouU, Pe rso n ne l Officer, Group Audit, Halifax pic., 
Commerce Street, HaSfax, West \brtaNra HX1 2RG. 

dosing date: 18th September 1998. 


TnzfirHahn 

EUROPE 


PSD 


Property Analysts 

Globa) Property investment and Development Organisation 
London based with pan-European travel 


The Company 

• Nav York feted property investment and development organisation with a 
market capitalisation approaching SWbn. 

• Gtobafly active - view Eixope as toe vanguard ot their ntamationai operations. 

• Strategc 3 year pan to aggressively increase existing European assols. 

The Rota 

• UndertafangdevetopmErititovestment appraisals on a pan-Euopean basis, 
from financial modefing to preparation of investment reexammendation bnefo. 

• involvement in at tran^ctional stagas to include ctie digence and execution. 

• Ccrrmsaoring and cosating consultant' reports in order to identity, qutnufy 
and resolve prropaf transaction issues. 

The Person 

• A property orientated Financial Analyst curentfyworWng tor a property 
investment orgarisaticn cx tearing investment bank or an AF8CS with a 
respected private practice firm 

• Between 2 and 6 years post quaUication experience of the UK/European 
property market with proven analytical abity and a high degree of fT proficiency, 

• Strong educational background with the abffly to perform wefl under pressure 
, in a nxiti-taskvig environment Knowledge of European property 

markets/languages desirable but not essantiaL 
Please wnte in total confidence, enclosing a detailed Cvnicating current 
remtmatkxv by 2i st September 1998 to Adam Waker, quoting 40068FT. 


Reuter SfanMn 
Property and 
Construction 
Recruitment 


28 Essex Sneer 

Louden 

WCSP3AT 

TO. 0171970 9700 

Fat 0171 353 5836 

Emai. apwSpsdgroup ccm 

Hemet wwwjBdQroup com 
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MVEMOR M PEWIT 


Energy Policy 
Adviser 


Utilities Specialist Sales 


London 


£: Investment Banking 


This rapidly-expanding equities division of a leading European bank is looking to 
recruit a talented sales person to join a growing team of analysts covering the Global 
Utilities Sector. The role involves the marketing of investment ideas relating to 
pan-European water, electricity, and gas stocks to institutional clients worldwide. The 
successful candidate will be a tenacious self-starter with the ability to interpret and 
communicate complex technical and economic issues at different levels to a variety of 
clients. Applicants will be characterised by one or more of the following: 

• experience; of UK or European equity sales. to institutional clients 

• a proven track record in sales or marketing in a FMCG or similar result-driven organisation 

• hands-on knowledge of the Utilities Sector in either Europe or the UK obtained through 

working within the industry or consultancy 

• -knowledge of one or more European languages would be an advantage but is not a 

prerequisite for the role. 

Interested candidates should initially send a CV and salary details to Box A6204, 
Financial Times, Number One Southwark Bridge, London SET 9HL . . 


Brie,-. in's Department for International Development’s 
office in India (DFID India) is working in partnership 
with the Government of India and State Governments 
to support an expanding portfolio of power sector 
reform and energy efficiency programmes. India is one 
of Britain') major aid partners with an annual 
programme of approximately £ 1 00m covering a range 
of projects and sectoral activities aimed at promoting 
growth and the elimination of poverty. Support to the 
Indian energy sector is designed to improve the supply 
and efficiency of energy usage, including through radical 
reform of the stace electricity sector in three states 
involving ‘unbundling’ and the creation of an 
independent regulatory regime. The aim is to improve 
access to power by all sections of the community, 
promote economic growth and free up State 
Government budgets for increased soci.i) sector 
spending, thus contributing to DFID’s overall purpose 
of eliminating poverty. 

Closing date for receipt of completed applications is 
l 3 September 1998. 

For further details and application form, please write to 
Appointments Officer. Ref No AH304.'3C.'BG/MS0 1;FT , 
Abercrombie; House. Eagleshom Road, East Kilbride, 
Glasgow G75 8 E A, stating Ref No AH304,GC'M50) 
clearly On your envelope, or telephone 01355 843S97. 
DFID is committed to a policy of equal opportunities 
and applications for this post are sought from both 
men and women, 


DFID 


Department for 
International 
Development 


DFID Indu wish ro appoint a well qualified and experienced 
professional for its newly established muta-dbciplmary Energy Group 
based in Delhi. The Energy Policy Adviser will contribute to developing 
DFID's strategic approaches m relation to its India energy sector work: 
collaborate with Indian partner nates, the central government, non- 
government rnsotutions and aid agencies ro develop energy projects 
and programmes which contribute to the achievement of DFID's 
country strategy objectives: participate in the policy dialogue on 
reform issues with the Indian authorities n national, state and utility 
level; provide economic and financial advisory inputs to new energy 
sector projects at key stages of project idennficacton, design, appraisal 
and negoti a tion; and contribute to the monitoring and evaluation of 
energy projects under implementation. 

Qualifications 

This is a challenging post offering the opportunity of (n-depih 
involvement m a vital sector of the Indian economy. The successful 
candidate will ideally have a combination of qualities including 
qualifications and extensive experience in economics and/or finance; 
wide experience of working on power sector regulatory issues, 
preferably in the context of structural reform, and of handling 
Btstftuoonal development issues m a context of change: and strong 
communications skills. Experience of working m Asia would be an 
advantage. You must be able to work as pan of a multi -disciplinary 
team. 

"Terms af appointment 

The appo in tment will be on contractual terms for an Initial period of 
diree years. An attractive remuneration package is available for the 
ngfvt candidate, depesubng on qualifications and experience. The post e 
Delhi based, but will involve a significant amount of travel within India. 

Applicants should either be nationals of Member States of the 
European Economic Area <EEA). or Commonwealth citizens who have 
an established right of abode and the right to work in the United 
Kingdom. 
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Appointments Advertising 


appears in the UK edition every Monday, Wednesday & Thursday 
and In the International edition every Friday. 

For further information please calhKarl Loynton on +44 0171 873 3894 
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COMPLIANCE MANAGER 


CITY 


& fxceptional 


This b a global lnvcstnicat Iff" It which be cicucil s new role within its compEanCc 
department la meet growing demands of the business. It will influence the development of 
regulatory and marker -re bred policies and manage protects as wdl as dealing with the day- 
to-day compliance Innetions. As a provider of compliance services covering all aspects of the 
groups business, the position will need to develop and sustain in-bo use relationships at all 
levels, as wdl as external relationships with regulatory bodies and clients. 

Primary responsibilities will encompass dedicated coverage of all compliance 


issues which will Include survefflaace and monitoring, new market developments, policies 
and procedures. 

Tto be coorttawi tor this highly vfeMe and Imponant-rote you will have had two/three 
rears comolbmcc experience wftfaln an SEA naoilatetl ftamrfal rfnaimiion- n k c-^nri,f fyn 
candidates can demonstrate an academic aptitude, a good hndpn aarwih)g nOtv* fflgrthcr 
with sound commercial awareness, ambition and the interpersonal sqqct td yMi Vi a 

enviro n m en t. 


Interested Candidates should contact ■ Philip Cardona or 


Vincent 8*^ “ 


■&C2E gBE/M* 0171 379 333 


Robert Wfcfccro Associates, 10 Bedfonl Street, Loudon, 
oefaxtom 9158714. 
fim it- phfflpLcmdonati « Jeumlimmin 
EmalLvlnomLhafteyttubcAiwaheisj»m 
TWb: hnp^/wwwjrobertwaltasxom • 

You may also apply via taqp^/t*pfu»m/KoberCWhltCTS quoting ntference RW 153- 


AtPV/, 


ROBERT WAITERS ASSOCIATES 


W. 
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K I 1 S *> B L 5 


P I A N I F HIT 


HONG KONG 


V G A r o 8 8 aYDKEr KELkOVTAff 


' IRKtBANE 


3 0 0 9 1 
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Consultancy 
Australia 


Join one of Australia’s high profile market leaders 



ft ■ --n 34 :. v: 


Hatmlltin James & Bruce is one of Australia's TOP Executive Selection and Search organisations with 
offices in Sydney. Melbourne and Farramatta. 

We are recognised as market leaders in Accounting and Finance, Banking, Corporate Affair? and 
Conammtesiioiis, Womtation Technology & Tdecnnanunicaiioas, Legal and Sales & Marketing appointments 
We are the industry benchmark in Australia by any number of definitions including the quality of our 
clients, the volume of retained assignments, the level of profit share and the Stability of our team. 

As we enter a new phase of nur development, we wish to recruit consultants who have between two and five 
years experience in executive recruitment (either permanent or con iiartsng ) to work with a portfolio of 
qualitv blue chip corporates and financial institutions. You will enjoy working in an environment that allows 
individuality, personal development and provides a team structure where' you can me your experience and 
business generating ability to take your career into a new and more rewarding phase. 

From a cancer perspective there are various opportunities lor you to progress withal our organisation which 
include relocating back to the UK in due course when we establish oar local presence. Three of on five 
Directors arc of UK origin. 

We offer a compensation package that is regarded as the highest in our industry and in addition a 
relocation package. 

Interviews wifi be held in London between Mth September - 19th September, 19% 

Interested should contact Allan Marks before Ifitfa September 1998, a fofiows 

Telephone 00 fil 2 9299 271L, (AaStreKa 9 boors ahead) 

Facsimile 00 til 29299 3184, E-Mail amaitaehjb-cornjni 

Please visit oor website: wwwijbxtHiuao ■ J 



Hamilton 

SydMj 



&Bruce 
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STANDARD 


& POOR'S 


Standard Sc. Poor's MMS and MiirketScopc, the marker leaden in the supply of independent 
real-time analysis to the global foreign exchange, fixed income and equities markets, have 
opportunities for analysts in their expanding London, Frankfurt and New York offices. 


Emerging Markets Analyst 


This position is part of our Frankfurt based European Emerging Markets team focusing on the 
Centra l/European markets. A post-graduate degree and experience in economics and financial 
markets analysis is required along with the jbility to react quickly with authoritative analysis in 
response to market moving events. Fluency in Polish and possibly Czech required. 


Financial Market Economist 


This position is part of our London based European fixed income analysis team. A strong background 
in economic and financial market analysis is a key requirement for this position. Ff«enrial is die ability 
to react quickly with authoritative analysis in response to market moving events. Excellent written and 
verbal communication skills are required and additional European languages are an advantage. 


Swiss Companies Analyst 


As part at out London based MarfcetScope equities analysis team, you will need to speak French and 
German and he fluent in bus mess English. An understanding of Cash Flow and Economic Profit 
modelling is important, as is a good understanding of local business issues. 


Eurobond AJS Corporate Bond Analysts 


Positions are available in both London and NY for analysts with experience of either International 
Bond markets or the domestic US corporate market. A thorough understanding of credir market 
analysis is essential, while knowledge of swaps and other derivatives would be extremely useful. 

A solid hose of contacts among both market participants and borrowers will also be expected. 

All the above positions offer attractive salary and benefits packages, together with career 
opportunities in a dynamic and growing international organisation. 


Please apply in writing, enclosing a detailed CV and quoting current salary details nx Mercedes Llewellyn, 
Office Manager. Standard fle Poor's MMS. 14 Ryder Street, St James V London SW1Y6QB. 


A Dwwcm aflbe McGmotBlI Caxpermet 


S? 




TREASURY MANAGER 


Old Mutual Asset Managers has enjoyed 
rapid growth in assets under 
management. This has necessitated the 
creation of an important new role located 
in the busy Fixed Interest Team, reporting 
to the Head of Fixed Interest 


The ideal candidate 


For this pivotal role in our company, we 
expect the successful candidate to have 
had at least 10 years’ experience in a 
similar position. 


The position involves: 


Foreign exchange execution for all the 
international assets under OMAM UK’s 
management - over US $8 bfflion. 


The company 


Money market execution - mainly 
sterling and US dollar. 


OW Mutual Asset Managers is the 
UK subsidiary of a major 
international financial services 
group with over US $50 bn under 
management 


Establishment and maintenance of 
procedures in line with good market 
practice. 


Ongoing monitoring of systems to 
ensure rigorous compliance standards 
are met 


Please respond in writing to: 

Bob Attridge, Head of Fixed Interest, 

Old Mutual Asset Managers (UK), limited, 
Mi Floor, 80 Gheapskfe, London 
EC2V6EE 


<C3h O LD M I .TD.-M 
Hr- ASSET \t -WAGERS 


fes Echos 


UQmtUmdtrBoaMM&r 

The FT can help you 
reach additional 
business readers in 
Renee. Our link 
with the French 
business newspaper, 
Les Echos, gives you 
a unique recruitment 
advertising 
opportunity to 
capitalise on the FTs 
European, readership 
and to farther target 
the French business 
world. ' 

For information on 
rates and further 
details please 
telephone: 

Karl Loynton on 

+44 171 873 3694 


International investment Bank, focused on Emerging Markets, seeks an Executive to Join a busy * ea 
focusing on the execution of privatisation and capital raising transactions in Romania. The job wiu 
involve synthesis of information on a variety of Romanian: entities together with in-depth financial 
analysts fbr marketing and transaction management. 


The successful applicant will possess: 

■ Post graduate business related qualification, such as MBA 

■ Experience Of financial analysis techniques 

■ Personal and business contacts in the region 

■ Fluency in English is essential and while fluency of expression in Romanian is not critical, 
understanding of verbal and written financial information is. 


The team is based in London but there will be frequent travel to Romania. A very competitive salary and 
benefits package is offered together with excellent career prospects. « 


Please send a CV and covering letter in English to: 
Peter Llewellyn, Personnel Department 
West Merchant Bank Limited 
33-36 Grace-church Street, London EC3V 0AX 


http :/ ■ vv -.vvvAvestmerchant.co.uk 


Romanian Corporate Finance Executive 



Appointments 

Advertising 


EXOTIC CURRENCY OPTIONS TRADER 


London 


appears in the UK edition 
every Wednesday & 
Thursday and in the 
International edition 
every Friday. 


For information on 
advertising 

in this section please call 


Ben Bonney-James 
on 0171 873 4015 


Our client Is one of- the world’s most 
successful and highly regarded, mtentotiotul 
investmen t banks. The company is currently 
looking for an experienced and highly skilled 
professional to join their foreign exchange 
currency options group. 

Your responsbdities will indude the following: - 

■ Preparing for and conducting trades. 

■ Maintaining and developing a knawledgeof 
products and markets. 

M Resta ti ng trading recommendations to the 
sales group. 

■ Executing trades for clients and provkBng 
prices to counterparties, 

■ Proactively taking ri sk to increase profits. 

■ Maintaining an up-to-date knowledge of 
accounts and client relationships and 
understanding dient flows. 

■ Providing sales group with information and 
trade ideas to meet investor needs. 

■ Developing relatio nsh i p s with local offices. 

■ Understanding risks and opportunities In 
the client's portfolios, developing methods 
for hedging such exposures, or for taking 
controlled risk positions. 

■ Understanding the fsetors that affect the 
. value of derivative products in the market, 

assisting in the development of formal 
models for as s enin g markers risk. . 


You will need the following: 


I Proven exotic option trading experience. 


I A strong understanding of option pricing 
theory such as Blade Scholes and Binomial, 
sensitivity characteristics of plain vanilla 
options such as delta, vega, theta, rho etc 


I Ability to quote volatility prices to the 
interbank market and live prices to clients. 

I A high aptitude for model development and 
validation, product structuring using 
spreadsheets and proprietary tools including 
new product development. 

I A successful academic background 
educated to post-graduate level in one of 
the following disciplines - engineering, 
maths, science or computer' sdence. 


I An impressive record of achievement 
wi th in an international financi al institution. 


You should also be client orientated, a 
teumplayer with excellent judgement, good 
. co mm unication skills, drive and discipline. 


To apply, please send full CV, quoting ref: 
2228 to The Confidential Reply Handling 
Service; Associates in Advertising (AIA), 5 St 
John's Lane, London EC1M 4BHL 
Applteaticms will only be forwarded to this 
■dient. However, please dearly indicate any 
organisation to which your dentils should not 
be sent 


Financial Times 


investment Consulting Careers 

UK/lreland/Continental Europe (London 


o 


VQUbm M. Mercer la among the world's leafing ajosutaandes in Inman 
resources, compensaiioo, aauarfai and emplofQF benefits. Vb a* oonanJoed 
to being die best prwdo-of h#i qnaMy OHtHittag senrtos to aafs otr dlera* 
In managttt the emplojertraplojiee rebfferaHp to hr Full potential. 

A number of odllBg and duHoiglDg opportunities haw arisen wfttn oor 
Europe* bnesonenl Consulting practice in the DR and Ireland. 


Analysts - PMbBB.’M t atergh tt London 


Wu titf fan one of our corsultirg learns daBcaai o proifeU g M# qutifty 

bowmen* xhfce to a wide range of corporate titans. 

Wu vfll be a gradunc with sntmg antijUai and problem joWng sfcfls trt» nffl 

he able mdemoimroe a superior abftty to ddher projeos on sebednk: sol m 
our btgb qioUn somtadx 



Eqwffcrw In the financial sector; possibly within bnesanau management. 
wmU be 2thmnj<ECKii. A high lc»d of cwrpuicr Ittoacy b cssaulaL 

ConSDhantS - OubBm. ftnhjhM, MWwrgh. Uwf ul Ic Undo* 

Joining a team oT Investment Consultants, foe w81 nuk on 2 vide range of 
projects and cm open to enablfsti jour wit portfolio ofcfiois at an early stag! 

due to the rapid expansion dour badness. Ykwvffi.ibohxK 
m *ai*e nBoagerfscwdi rat 
The sucas&l antfidsee nff JdeaBjrhw an uuarial, fond 
tmnaaanmorpmsitimlSKifraiHd.ahdbedileto . 
(femonanwisoun^ 

ExcriJem uiicTperwrul and ccrnmrtcatons ifefis and (he - 
aMityto inspire cunfidoncc In both dens and oofleatites 
arcessaubL " 


An anraohe benefio (ocka^: Is oiEacd «bh)n an crrrfroomeiii 
WhttiijnMdcsamftitodMHDpfe^ - 

ifa d opmo u . 

Flaw forward a fan cv aattng pw tocatoo prefawce *b 
Christine Hodges, hnesuna* Caasahio^ 

W3fiam H. Mercer limited, Ddferd Bone, . 

14 ToddD Street Londw SWtH jetB. 


c-mafl: tiu I s tlne had gri Qwmm e r wr c o w 


DERIVATIVES TRADER 


Our dieta is one of the worlds leading linanrid mstiuoians: In order to 
fedhtaie the continued expansion of thdr equities derivatives busmen, 
they are now looking Tor a high calibre Derivatives' Trader to strengthen 
thdr French trading operation. 


Working** part ofthe equity derivatives grouR you w9 join the tdemed 
team responsibic for European equity derivatives. 


Qualified to a i leas depee Wdini mathematical related di»Spliiw,yc« 


must Have at lost three years* experience of trading french equitio 1 
wdl as derivatives (warranty cxmvwtiHcs and exotic option). 


You wtil aba need suong communication ddfls including fluency hi both 
English and French. 


In return, you can kwk forward to di Uw rewards you would expect firm 
a global Investment bank. 


To apply, please send full career details quoting w tfwyi 
Confidential Reply Handfing Service, Astodaces in Adverh»i« f J 

5 St John's Lam* London EC1M4BH. 

Apptkailons will orfy be forwanfed to this dient. However 

indicate any oigpnsatfcm to-which yrwr details should not be sent 


CUCL 


HR MARKETING A COMMUNICATIONS 


WILLIAM M 

MERCER 


rnMNOALrotn 


feEchos 


■nie FT can h«^ you read, additional ^ 

Preach business newspapet; Les Echos, gives yon a unique ftcnrimttta*n^ri 1, * e 
too FTs European readership fi^l^f V,SmSina 
French business worid. For information 00 ran® and foaher details pleaeStoL. 

Karl Loynton on +44 0171 873 34 J 94 Mwne: 
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ACCOUNTANCY APPOINTMENTS 


Establishing a joint venture between an 
operating subsidiary of one of the UK’s 
most globally influential PLCs and Its 
SaucS partner is a major Initiative to 
maximise the considerable business 
potential that exists within the Kingdom 
for a specialist electronics services 
company. The appointment of a high 
calibre Finance Manager wB be a 
significant step towards driving the 

successful development and growth of 

the business. 

A key member of the operational 
management team reporting to the 
General Manager in Riyadh (with 
functional responsfoffity to the FD), you 
will have overall responsibility for the 
financial team and will play a significant 


!■ ■: 


role in estab fi sh fo g the new business 
and in meeting the considerable 
commercial challenge it urifl face. 
Specifically, you wifi develop and 
implement financial procedures which 
both meet Saudi Companies 
Regulations and provide financial 
information of the highest quality, 

A qualified accountant, it is Skeiy that 
you wiU be in e Senior Financial 
Controller post within a manufacturing/ 
etectronics/engineedng environment. 
Your track record and achievements wM 
be based on a biend of technical 
excellence, managerial competence and 
sound commercial understanding with 
substantial business experience. You 
wifi also be a good communicator and 


management solutions 

Oefaitte & Touche, 39 George Street Edinburgh EH22HZ. 


wiU possess the drive and enthusiasm 
to capitalise on this opportunity for 
career development. 

If you feel your capacities match the 
exacting requirements and are seeking 
a future to which the rewards and 
horizons will be limited only by yotr 
abtfity and ambition, please send a 
comprehensive CV, including full detafls 
of curant remuneration package, to 
Richard Arnold at the address below. 


Deloltte & 
Touche 
& 


Start-Up Opportunity With International Foods Company 

Finance Director 

c. £65,000 plus bonus and benefits MIDLANDS 

Our cfient is part of a Sliibn food products multinational and is establishing a new operation in the UK. it already has a 
small presence, in Europe and some well recognised brands. It is now seeking rapid growth on the back of localised 
manufacturing. An exciting opportunity exists for a Finance Director to join a rvwiy assembled management team tasked 
with taking the business forward into Europe. This is a chance to ‘realise a vision' with the strong backing and 
commitment of the parent company. 


Hie Position 

■ Reporting to and working with the Managing 
Director, rake overall responsibility for the financial 
management of the Company. 

■ Recruit and develop a finance function which 
provides accurate and timely financial information 
and helps maximise operational control and 
profit performance. 

■ Co-ordinate relationships with professional 
advisors and bankers, together with some company 
secretarial duties. 

■ Prepare reports for the US parent company whikt 
continually developing new. improved company 
systems and procedures. 

■ Play a key rolt: in the strategic growth and 
development of the Company, both from a financial 
and commercial perspective. 

Please send your CV with current salary details ia 
Mark Hartshome. K/F Selection. Concorde House. 

Tnnltv rark, Btekcnhill Lane. Solihull 837 7®, 


The Requirements 

■ A Finance Director or Controller who can contribute 
strategically and CDmmeraaJly to the growth of 

the Company. 

■ Experienced in the running of a medium-sized business 
which is entrepreneurial but which exercises strict 
financial controls and disciplines. 

■ A qualified accountant fACA or ACMA) who is. by 
nature, ’hands-on' and can develop new systems and 
procedures and has had etperiroce of co mpany 
secretarial duties (ie property, insurance matters). 

■ Experience in establishing a new finance function. 

■ Exposure to working with a US parent company is 
preferred, along with strong financial, IT, business and 
interpersonal s£li Is. 

■ Motivated by the opportunity to join a start-up situation 
and relish the challenges inherent in such a scenario. 

quoting ref: 9Q605BAX. Or send by fax on 0121-782 2524 
y or by e-mail to kfs-b i n nin ghaingkomfcTTyxom 
Internet Home Page: http^/wwwJdseiectionxoin 


A DIVISION OF XORN/FERXY INTERNATIONAL 


F&rtoE a vrorkhride group, Rstseco provides specialist Barvicqs to foe McDcniliis Corpora 7>s ^- 
/ Qpg rj jftiw pvjinnni rpnup ra rmparmfi , Ffetsaco Europe, located west of Loudon, pwwdBS wtqld dam • 

M. exper tise ia the areas olpadcagtog. pi»dia3ing, product devdopatoitt and promotions management. 
m By working dosety.wifo McPonaklH arid ihe sippfea.'foe ^ igto a^tiepa-ooTi^c«isto4AWbmenta m prociu | ? 
rn ffp ^ fjr-annnp aprf q iiafa y tfrmrinrrfa A unique opportunity now arista nt thar'tDUltiCUlnflal OlBaB for a 

' FINANCIAL CONTROLLER 

c£40, 000 + car + benefits Langley, Beitehire 

Reporting To the Finance and Administration Director, ^you axe accurate arid timely- provision of finan c i al data Dow/ to Head 
fully responsible for al aspects oTOnaiKaal control. You wfflplay Office la Chicago. 

a key role by providing accurate, incisive management yaAwte arramrtarrt. paefaaBly ACA. you 

reporting, highlighting issues and developing, solutions to prpmrv^ #v»n fo oiHai wepwismoft of financial and aaiutory 

enhance control and profltabilliy wifiiin fcaseco Europe, and accounting. You have thainterpereonal skills and proven abtltty 
enhancing the service® McDonalds. to lead; manage and devdop ntombeis of your team. Your 

You wiU assume responsibility tor the budgeting and innovative analytical skills and astute questioning mind 
forecasting You will also prepare foe statutory accounts and. enrol cages improvements and pxoactivity You have the 
gruaim (till fyipiptiano p with fa* anri VAT te gialatian. You win . flaofcrilify to adapt to change and tire style and creativity to add 
identify problems and draft solutions to maxtouse cadi flaw, value-to file business. You are a team player with, foe self 
supplemented by non"?"? cash forecasting. By managing motivation and commercial acu me n to suettoed m &ia J 
i am developing all n r u n rut . systems you will ensure foe dynamic environment,' J 


This is a highly visible vole in a challenging, malticallmial business, which offers ^ppoiltullf 
fi»* IT this is what yom axe looking- for please apply 'im writing with a fWl CV and cnzxnt 

salary details to: Ifieala Marges at MeTcnrl Omf, Spencer House, 28 Grove Hill Road, , 
V Harrow, Middlesex H&l 3BN. Sax: 0181 861 18X8, E-matL nxaoEgaa@nuireBririizvaLco.iik V 
\ Haw quote KM/M/TC on mil conwp ea de ae a 


Mercuri Urval 



Finance Director 

Change Management within a Growth Environment 



Central London 


c £120,000 + Benefits 


Our client is the fastest growing, most profitable business segment of foe UK firm of a leading global professional services 

rtr ganidriom. TM« |.nhwn 1c fertwwl upfi pmgranrmfit, yaliwflw gtnwrii mil wqiriiwi a RnaBfB D f m»etn r to coorrfbutc 

considerably to this strategy. ' 


THE POSITION 

• Full responsibility for the management of the 

business scream’s UK operations, together with 
managing the relationship with European partners and. 
the global firm. 

• Identification and implementation of best practice in 
a0 areas of the fmann. function, achieving goal 
congruence with the practice management objectives - 
of the firm, both in the UK and across 

mainlan d Europe. 

• Management and development of the finance team, 
delivering full operational support to the business 
practice groups. 


QUALIFICATIONS 

• .Graduate accountant, aged 35-45, with a si gnifi ca nt 
track record of finan ci a l management, preferably 
within a IargeJ fast growing organisation, ideally in a 
professional services context.' 

• Excellent communication and motivational skills, 
capable of winning respect at all levels of an 
organisation and possessing the ability to develop both 
the team and the role. Exposure to fine and 
operational nmnagement wiU be a key attribute. 

• Strong operational and strategic intellect, presenting 
first flaw credentials to contribute towards the 
continuing drive for growth, and success. . 


Interested <-an«Udan>« should write, enclosing a detailed curriculum vitae, to the advising consultants 
Jon Boyle and Stephen Bonks at Qnestor International, 3 Burlington Gardens, London WlX 1LE. Please quote 
reference 2509. Tel 0X71 292 8300. fax 017 1 287 5457. e-mail: claire@qwstorint.com 




questor international 


Global Business 
Managers 

£• 75.000 + banking benefits 


We are representing a global investment bank which is growing rapidly and seeks 
strong Business Managers with the capacity to take on demanding roles in the 
management of the technology unit You will be completely self motivated, 
hardworking and seek success at the top of your profession, investment banking and 
software sectors globally. 

You will be a qualified accountant, preferably with an MBA with a couple of years 
experience in one of the big accounting firms. An excellent communicator, you will 
liave a strong interest in ff and a desire to work for an organisation at the leading 
edge of technology. 

If you believe you possess the drive, commitment and experience to succeed, 
you will be offered the salary, training and challenges required to truly make 
a difference on a global scale. 

Please apply in writing, enclosing your full CV. to TMP Worldwide, 32 Aybrook 
Street, London, WlM 3JL UK quoting reference number 5093. 

Alternatively e-mail to response@tmpw.co.uk Fax +44 171 465 8961. 


#TMP Worldwide.. 


fesEchos MSI 


LtQuB&Sca&rEamamie 

The FT can help 
you reach 
additional business 
readers in France. 
Our link with the 
French business 
newspaper. Les 
Echos, gives you a 
unique recruitment 
advertising 
opportunity to 
capitalise cm the 
FTs European 
readership and to 
further target the 
French business 
world. 

For information on 
rates and further 
details please 
telephone: 

Karl Loynton on 
+44 171 873 3694 


mm 
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A major international organisation, engaged in the Capital 
Equipment Industry, is seeking to recruit an experienced 


r.'-M''-,.-'. f' - vMm successful candidate will be responsible to the groups 

r ' *-. Tr tilt 




Accounting 


work closely with management and staff in all locations to 
teach the group’s philosophy of strict financial controls 


and accountancy procedures. Excellent remuneration 

i ji ec 


package and long term career prospects on offer. 


'Woase rei^ 

7 jahdrenranerafkni^^^^ 

Russian Lingtristic Services Limited 
:r ! >--Pb Box3040,Wokin^wom, . 
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FTSE 1 00 Group - Global Market Leader 

High profile appointments for ambitious finance professionals to contribute to business re-engineering. 


Rapidly expanding worldwide market leader 
in the supply of technology to blue chip 
semiconductor manufacturers. Truly global 
turnkey supplier with businesses in 60 
countries. Pace of change and future 
expansion plans have led to refocusing of 
the business and the creation of two 
challenging and high profile positions for 
highly ambitious finance professionals. 


A BNB Resoras ptc car^any 
SO 9002 Regmred 


nbs; 


NB Selection - Financial Management 


Aberdeen* B^nui^um • Bristol 'CartSff- Chy • Ednborgh * Qh^iw 
L tetk* Lonckn * MaiJieM, • RxSrtt-So^-FraJAiit -Madrid *Pxw 


Controller - Major Projects 


£45,000 + Car + Benefits 


THE POSmON 

♦ Cb-ordmara complex change management pro c e ss es to develop financal and commercial input 
to direction of business. Praacnvefy contribute os customer account profbabiSty. 

♦ Provide project managers and global account directors wttft financial and commercial advice. 
Develop effe c t i ve financial Information m support of the bidftender process. 

♦ Real scope co influence bosmess and work dosefy witfi senior management Report to Head of 
Business flaming. 

QUALIFICATIONS 

♦ Highly intelligent graduate qualified accountant with extensive financial modeling and Investment 
appraisal experience. 

♦ International blue chip background. Comfortable with matrix man ag e me nt and goto! business 
structure. Proven record of commercial contribution co operational efficiency. 

♦ CrediMicy. presence and good networking ddfls. Abflity to influence at aS levels buanesswride. 
Creative and innovative thinker. 

Ref LG20028I 


International Financial Controller 


South East c.£52,000 + Car + Benefits South East 

THE POSITION 

♦ Fuff responsAflfqr for ccmsoffdamed i n tern at ional financial ne po it l i q j. business pfannk^ and analysis. 
FUporc to Finance DireeGor. 

♦ Champion improvement fit Rnandal management in overseas subsidiaries. Provide commercial 
finance support ed local management co formuhee international best practice. 

♦ Develop effective business I n formation in support of rapidly developing business structure and 
sales strategy. 

QUALIFICATIONS 

♦ l-fighly inwfcgent graduate qualified accountant with upwards of six yeans' experience Including 
international reporting aid buanen planning within mu ltin ati ona l environment. 

♦ Commerciafty astute and technically excellent. Record of process improvement and proactive 
oommeraaT fovofvement in rapkfiy dnqglng business, . 

♦ Proven iblfcty to liaise and Influence at senior management teyeL Highly ambitious. Ability to 
progress within tooerrational blue chip environment " - 

Ref LG 200280 


Please send foil ev, stating salary, quoting appr op riate reference to NBS, 54Jermyn Street, London SWIY Fax QI7L49I 0447 Email es tefl e c@ nb rel a ct k yv oo J ik Tel 0171 493-6392 
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IT Appointments 




II INVESTMENT BANKING 


EXCEL VBA/MATHS 
Si 5K-4S50K+ BONUS 

Leading Vail Street player seeks Developers for tbdr 
convertible warrants desk. Providing rapid response and 
tactical development for tbe trading team, you will utilise 
your solid Excel and numerical skills. These roles arc all 
based on the ‘floor’ and demand excellent 
communi cation skill s coupled with a sharp mind and 
attitude High flyers only. 

C++/SQL 

&40K - &60K+ BONUS 

Leading Deriv a ti ve s bouse seeks a Developer with a 
minimum of two years C++ /SQL expertise. As part or the 
front office money markets team, you will help price 
yield curves and build risk management systems. The 
successful candidate will bave a strong academic 
background coupled with excellent communication 
skills and strong technical knowledge. Preference will be 
given to those with money markets experience. A first 
class opportunity. 

MARKET RISK ANALYST 
TO £40K + BENS + BONUS 

Leading Derivatives house specialising in exotic and 
structured products, transactions and trading strategies 
seeks Market Risk Analysts. Working across all product 
ranges, you will assist the team in carrying out risk 
analysis for traders and industry groups. Successful 
ranriirinr«-« will have a very strong numerical background 
with a minimum of a 2J degree in mathematics, a 
demonstrated ability to grasp new concepts quickly, 
report writing skills and a genuine desire to work in 
risk management. 


VC++/MATHS 
£40K-£60K + BONUS 

Premier US market maker seeks a Pinandal Engineer with 
s minimum of 2 years C++ expertise coupled with 
excellent mathematical abilities. Working with the 
quantitative team, you will help build analytics libraries 
for the exotic Interest rates desk. Candidates with 
exemplary academic qualifications and strong 
communication skills are encouraged to apply. 

EXCEL VBA/FIXED INCOME 
£40K - £50 K + BONUS 

fixed Income Exotic Derivatives group of this premier 
US Investment Bank seeks bright graduates with at least 
12 months experience of Excel within a front office 
environment. You will Join a small global team 
developing flexible pricing for new exotic products, 
supporting marketers and traders. A good maths related 
degree Is essential, as la the enthusiasm to deliver systems 
within strict timescales. A fabulous career move. 


VISUAL C++/COM/ACITVEX 
TO 460K + BONUS + BENS 
US Bank seeks highest quality Developers for their 
Equities group. Working on business critical systems 
using C++, COM and. ActiveX on an NT4 platform porting 
to CQRBA middleware on UNIX. You will have a 
minimum of 12 months experience and proven record of 
developing commercial products to an excellent 
standard as well as a strong academic background in a 
computing or mathematically intensive subject. 
Financial knowledge a plus. Our client seeks to bring in 
the best people posible and offer the package and 
prospects to match. 


The people the City turn to first. 

Many of our eBents also offer Contract opportunities requiring the above strife. 

>W?C am prateowJoippioreiDitw «p Snaical ratiMtona. This tea setecborol currant Dppcrftflitiea In •aCtlyWa hara may more. 

Our conautants hare an n-doptn undwstareBng ot Ns market atd how It can week beat tor you. so pleas* eai Staphen HaeMina or PaJ WIM» on 
0171 SB? 2S25 BJ dscun your opOons. AOermhely phase sand, to or e-mal your CV id us A ARC Recruitment. 15-16 New Btfflngton St London W1X IF; 

Fax: 0171 287 9688. E-mal: ara&i$ab&cxu4( 


INVESTMENT BANKING 

to E55.H00 + Bens 


BIS I MiSS ANALYSTS 
PROJECT M VNAGERS 


The leading European Investment Bank is currently .searching for business focused Analysts and Projec 
Managers to complement their existing and outstanding global IT infrastructure. 

Uniquely, these candidates are to further facilitate globalisation within the organisation. The 
office is central to the firm’s IT development, providing a complete range of investment an 
services within their Equities business area. 

Key to these roJes is the understanding of client needs and responding effectively to their 

the ability to translate these into effective solutions and managing the clients’ expectations. The ana y - * 

work most be succinct and of high ’qnalhy as the project is running to significantly tight deadlines. 

Professional and technical attributes sought would include providing critical business analysis, 
requirements capture and documentation, strong interpersonal skills, previous experience m in 1 
scale client/server implementations, test planning, testing, and knowledge of middle-back o ice 
processing preferably in Equities. 

The first phase of this project is underway and involves migrating an existing application onto a strategic 
architecture and a strategic riara model. Interested candidates should be able to demonstrate a strong 
commitment to the business and IT functions of a -large organisation. All candidates should come from 
a solid IT development cycle background and be obviously experienced and capable of driving l e 
business forward from an U perspective. 


Please contact Danielle Lorenz 

or Andrew Summers ' 


Telephone: 0171 335 5858 
Mobile: 0468 175 002 

Fax: 0171 335 000S 

Email: dJorcnz @ buxley.co.uk 

a.summors@huxlcyAro.uk 


INVESTMENT BANKING 

America House. 2 America Square, London EC3N 2 AH 


QUANTITATIVE DEVELOPER 



Our client is a leading European Investment Bank looking to refocus its Equity Derivatives activities. With a long 
history of supplying an exemplary service to its customers in both Interest Rates and Equity Derivatives our client 
is looking to re-define its IT strategy to support their Derivatives Traders / Quants and Sales. In order to deliver 
they require the following: 


"irk* >■* 1 


GLOBAL INVESTMENT BANK 

FIXED INCOME AND CONVERTIBLE BONDS 
£££ SUPERB PACKAGES 


Hands-m Pricing and Anafytical Developer 

Defining architecture for the base of Equity and Interest Rate derivatives, positioned alongside the Traders/Quanls 
the ideal rpnriiriniy win have traditional RAD skills as well as a very strong analytical and academic background. 
The role will be very quantitative in relation to die business supported. 


CITY 


This is one of Europe’s and the world’s most 
successful Hanking institutions with a powerful 
global presence and a strong reputation for 
leadership in financial product development and 
technical innovation. They are now seeking to 
recruit a talented quantitative analyst and a 
number of quantitative developers to further 
strengthen both their London trading activities 
and various new risk management initiatives. 
Both quantitative analysts and developers work 
together to develop, enhance and integrate trading 
and market risk models, libraries and strategies. 


degree. You should have a minimum of one year's 
finnnrinl experience. For the developer positions a 
strong software engineering background is 
required. Successful randirfatpa will have excellent 
C/C++ and some of the following: VisaalC++, 
Visual Basic, Excel, Numerical Methods etc. 
Enthusiasm will be a distinct advantage. 

Remuneration packages are superb and include 
substantial bonuses and benefits and a review in 
six months. 


/Understanding in detail of pricing principles of Vanflla/Exotic Options 

/Experience of pricing components of Black-Scholes models. Yield Curve and Dividend handling within pricing 
/Pricing/Risk Management (Market)/RiskModellmg/Risk Arbitrage 


Technologies: A subset of the following: 
/Visual C++ / C/C++ 

/MS Visual Basic /Excel 

/ COM/DCOM . /ActiveX 


At least.two years’ experience of the above combined with a sound understanding of Equity/IR products (analytics 
and pricing). rii +T i-j rr-f ■. — -.*• • 


You Bhould boast an excellent science/ 
mathematics academic background including a 
lat/2.1 honours degree from a top-tier JU 
university and preferably a higher 




In the strictest confidence, please send a foil CV to 
Craig Millar or Shelley Ashton at Millar Associates, 
6 Sloane Street. Ktrightabridge, London SW1X9LE. 
Please quote reference FT2608 
Tel: 0171 823 2222. Fax: 0171 823 2208. 
Email: m i llarnss oriat csgls w Ltehna.com 


Please contact: . . 

Alex Blair, Mike Skenrin orSaUy MuUan 


Tblepbooe: 0171 335 5890 
Email: jobs@huxky.co.uk 


Millar Associates 

INTERNATIONAL SEARCH 6 SELECTION 


INVESTMENT BANKING 

America House. 2 America Square, London EC3H2AH 
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Quantitative Research Analyst 


Shell Pensions Management Services Limited, responsible for managing a 
number of Royal Dutch/Shell Group pension and insurance funds, with total 
assets under management of approximately £10 billion, is seeking to recruit a 
Quantitative Research Analyst for its small and highly successful Quantitative 
Research team. 


The role will include the maintenance and enhancement of in-house Tactical 
Asset Allocation models, periodic rebalancing of index fund mandates, 
conducting original research for other long term quantitative projects, the 
provision of ad hoc quantitative research support to our investment managers 
and the support of related PC-based applications. 


The post will require the ability to communicate at all levels of management and 
to work closely with the front office investment team. 


Ideally you will have at least an upper second class degree in economics, 
econometrics or a related discipline and have a thorough knowledge of 
economics, statistics and personal computing, with one or two years experience 
in investment management. The Ideal candidate will need to be able to work with 
imagination and tenacity on long term research projects and establish his or her 
own priorities. 


An attractive compensation package is offered together with excellent benefits. 
Please write with full CV and details of your present salary to: 


Managing Director (SPMS), 

Shell Pensions Management Services Ltd. 
Shell Centre, London SE1 7NA 


Royal/Dutch Shell Group 


SENIOR SALES 
PERSON 

Global Foreign 
Exchange Trading . 

Competitive Package London based 


A major global investment bank is seeking to 
add a Senior Sales Person to its Foreign Exchange 
Team. The Company places high emphasis on 
innovation and teamwork in addition to an 
obvious drive for bottom- fine success. This 
vacancy reflects stragetk growth of its Global FX 
activities. 

We therefore invite appScaOons from candidates 
who are qualified to degree level with 
experience of marketing to institutional 
Investor proprietary trading groups and fund 
managers. You should have a minimum of 7 
years’ experience covering these accounts with a • 
proven trade record of developing new business 
and In depth knowledge of FX cash, derivative, 
fixed income and equity markets. In addition, 
candidates should be suited to creating 
strategies and investment products for this eUerit 
base 

To apply, please write whh full CV, to: Ben Wood. 
Vine Potterton Ltd, Suite 26 Litigate House. ' • • 
107-111 Reer Street London EC4A 2AB. 
A p plicati on s will only be forwarded to this client 
However, please indicate any organisations to 
whom your details should not be sent 


VINE POTTERTON 

RECRUITMENT ADVERTISING 


Excellent package plus performance-related bonus City 

Vice President 

Global Syndicated Finance 


Our client is the largest bank holding company In the United States, 
a global leader with a presence' In over 50 countries. An opportunity 
has arisen for a highly motivated individual to join the Global 
• Syndicated Finance group at Vice President level 


As well as the ability to build a rapport with clients and explain 
financing structures' in a comprehensive manner, you will also meet 
foe following requirements: . 


• 10 yeartf post-graduate Investment Banking experience 

• An MBA from a leading business school 

• At least three European languages 

• Emerging market experience 

• Strong credit background and corporate Finance skills including 

financial advisory and the ability to structure and negotiate 
syndicated bank transactions . 

• Five-years’ experience in highly leveraged buyoot/restTucturing 

• Five years' experience. in distribution 


Competency-based Recruitment 
Graduate Recruitment 
Recruitment Outsourcing 
Response Handling 
Candidate Screening 
Assessment Design 


’in return, you wiB be rewarded with a competitive remuneration 
package, including a full range of banking benefits and discretionary 
performance-related bonus. You will also have the opportunity to 
make a major contribution to foe success of the Distribution and 
Sales group of the Syndicated finance department 

To apply, write with fell CV to Park Recruitment & Assessment 
3 Portfand+lace, London WIN 4HR. quoting reference VP/FTI/26/08. 




flBHU Riuuh, 


Recruitment Consultants 
Directory 


Senior Group 
Ccntroller - Europe 


Appointments Advertising 


Ovkm Snoot l adato- 
fetntloa lor pints & siei 
o (Sm ftr w gbo ut Bffope. 
FoMgo btgnott a BfG 
PLUS. Butte* coapea- 
otioft (adage. C.Y. to 
tariff KWVtaftnBM. 
MS Sterne Oaks; CA 
M«lUSAftjc0tWS«5O5 


appears In the U K edition every Wechtesday & Thursday 
and in the International edition every Friday. 

For information on advertising In this 
section please cafi 

Beit Bomey-James on 0171 873 4015 




Corporate advertising can help differentiate 
your brand from your competitors. 

In today’s competitive environment 
every tool for winning market share is vital. 


~ . . fartejf the SHI Group pk . 

HILL OSBORNE & CO 

Member of The London Stock Exchange 
and Regulated by The Securities and Futures Authority 


COMPLIANCE OFFICER 


Contact: 

Ben Bonney-Jarncs 

on 0171 S73 4015 


Financial Times 


FINANCIAL TIMES 

No FT, no comment- 


We are seeking an individual who has detailed knowledge of SFA rules either 
regulator or with relevant experience from already working in a broking envim ** ° 
The successful candidate roust be assertive and folly responsible for theT^^ 
compliance function. The remuneration offered is competitive for this position * 

f Please apply in writing enclosing a full CVto: 

Mr H C Stevenson, Permanent House, Horeefair S treet. Leicester, LEI 5BU 
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marketing internet adver tising 

Net ads fail 
the soar) tes 


MARKETING & TECHNOLOGY 


Procter & Gamble is not alone in worrying 
about the future of mass media, 
writes Richard Tomkins 


HR: 


flT Yon ’re Procter & 
BBH GamBIe, tbe US con- 
Hilllsnmer products 
group: you’re the world’s 
biggest advertiser, and a 
□egging worry has worked 

its way to the forefront of 
your mind. 

Where are you going to be 
advertising your soaps, 
detergents and toothpastes 
in flve years* tfcnue? 

Id the 1940s. Procter & 
Gamble spent more than 
half ■ Its .advertising dollars 
on radio; Then came televi- 
sion; and in only five years, 
from 1950 to 1955, the new 
medium's share of Procter & 
Gamble's advertising budget 
shot up from nearly nothing 
to 80 per cent. 

With the advent of the 
interut, another media rev- 
olution Is under way. In the 
US, the internet is already 
parin g into the time people 
spend watching television, 
and the ntanher of internet 
users is growing last. 

That poses at least, two 
Important questions for 
Procter & Gamble. Should 
the company be pr eparin g to 
switch 80 per cent of its 
advertising budget to this 
new medium in the next five 
years? And if so, lust how is 
it supposed to advertise Its 
mundane household prod- 
ucts on the internet? 

Last week, at its headquar- 
ters in Cincinnati. Ohio, 
Procter & Gamble hosted an 
extraordinary two-day sum- 
mit to discuss these issues - 
extraordinary in that it 
included representatives of 
arch-rivals such as Unilever 
and Colgate-Palmolive as 
well as scores of people from 
the advertising and interac- 
tive media industries. 

The conference turned out 
to be better at questions 
than answers. But it forced 
some serious thinking about 
the problems confronting, 
consumer goods companies 
such as Procter & Gamble as 
they miter the internet age. 


The biggest of these is the 
fundamental' difference 
between teteriskm and the 
internet In the IB, televi- 
sion - like radio before It - 
. evolved hand-to-hand with 
advertising as a form of 
mass-market 

From the start, p r ogr amm es 
were interspersed with 30- or 
60-second slots that gave 
advertisers the opportunity 
to deliver attention-grabbing 
messages to vast andtepces. 
“ The internet, in contrast, 
evolved mainly as an infor- 
mation resource used 'by 

individuals, and its origina- 
tors saw no heed for adver- 
tising support. little thought 
was given to . what form 
advertisements might, miw. 

Advertisements started to 
appear on the internet only 
four years ago, and tfae for- 


For the 
technology 
resistant majority, 
ft is hard to 
imagine that in 
five years the 
internet will have 
usurped television 


mat has not rhangafl mni»lv 
Most consist of a simple rect- 
angular banner which, if 
clicked with a mouse, takes 
the user to the advertiser's 
website. 

These banners are often 
animated, and same emit 
little noises. But they rarely 
attract more than a glance 
and if users fail to click an 
them, as most do. the adver- 
tisements have nowhere 
near the same effect as tele- 
vision commercials which 
engage viewers .with full- 
motion video and sound. 


The comparison would 
change if only users coidd be 
persuaded to dick on the 
ads, because that would 
bring out' the internet's big 
advantage over television: 
its potential for interaction. 
Chme drawn into an advertis- 
er's web. site, a passive 
viewer is transformed into 
an active participant and 
becomes much more fikriy 
to absorb, and respond to, an 
advertiser's message. 

Bat Procter & Gamble is 
Unequipped to provoke this 
response. Even banner ads 
for internet-related 

products and services pro- 
duce lamentably few clicks, 
so banner ads for soap pow- 
der are never going to stop 
web surfers hi their tracks. 

That explains why you so 
rarely see an advertisement 
for toothpaste or shampoo 
on the internet. Consumer 
goods manufacturers are 
foiriy certain that, for them , 
internet advertising In its 
present form is a- waste of 
money. Procter & Gamble is 
currently spending only 0 l 4 
per cent of its $3bn-a-;ear 
advertising budget on the 
internet. 

Procter & Gamble and 
other consumer goods com- 
panies want to change the 
landscape for internet adver- 
tising by more sophisticated 
means of . prompting 
aH-important interaction. 

Recent research has pro- 
duced the unsurprising find- 
ing that larger, more com- 
plex advertisements provoke 
a bigger response than ban- 
ner ads. So advertisers 
would like more use of for- 
mats such as “interstitials”: 
full-screen ads that pop up 
while users’ computers are 
downloading new pages. 

But ads like these run the 
risk of alienating users if, as 
so often, they delay down- 
loading. And web site own- 
ers sometimes refuse to 
accept them for fear they 
will discourage people from 
visiting their sites. Greater 
sophistication brings other 
problems. The more complex 
an. ad becomes, the longer it 
takes to download, adding to 



TECHNOLOGY GAMES SOFTWARE 

Machines 
beaten from 
the word Go 





already frustrating delays. 
And even in the tebhnologi- 
caDy advanced US, many 
people's computers lack the 
capacity to handle so-called 
rich media ads incorporating 
gmirtfi anima tion *nd an 

Last year, for example, 
Procter & Gamble came up 
with an experimental ad for 
its Bounty kitchen towel in 
which a virtual “ spill" would 
spread across the screen 
before befog wiped up by a 
Bounty paper towel But the 
ad found almost no takers 
because of technological 
issues such as download 
times, third-party server 
integration, and browser 
compatibility. 

While Procter & Gamble 
has been banging heads 


together In the hope of find- 
ing solutions to such prob- 
lems, Unilever, its Anglo- 
Dutch rival has been active, 
too. It recently agreed to 
invest X20m in partnerships 
with America Online and 
Microsoft to explore ways of 
advertising its hundreds of 
branded goods on the inter- 
net 

It has ai«n si gn ed a deal 
with NetGrocer, a US online 
supermarket, giving it exclu- 
sive rights to promote and to 
test its brands on Net 
Grocer’s site in several prod- 
uct categories. 

Procter & Gamble and Uni- 
lever are right to worry 
about the future, but it Is 
tempting to ask whether 
they are worrying too much. 


For the technology-resistant 
majority, it is hard to imag- 
ine that in five years, or 
even in 10, the internet win 
have usurped television as 
the main form of home 
entertainment 

In May 1994, Ed Artzt. 
then Procter & Gamble’s 
rflinirmafl and chief execu- 
tive, started a scare about 
the threat of the media revo- 
lution and summoned adver- 
tising executives to tell him 
where Procter & Gamble's 
advertisements were going 
to appear in five years’ time. 

With only months before 
the fifth anniversary of Mr 
Artzt’s question, the answer 
is the «*tne today as them 
overwhelmingly, on boring, 
old-fashioned television. 


Amateurs may still 
outplay programs at 
the oriental game, 
says Michael 
Fitzpatrick 

HRA Today sees the start 
ynM of a tournament 
whore man has a 
chance to wrest some dig- 
nity back from computers. 

Chess may have shown 
signs of succumbing to the 
might or the machine but in 
the oriental game of Go 
humans are stflJ supreme, as 
the FQ5T Cup Go champion- 
ship is sure to prove in 
Tokyo. 

Computers programmed to 
play Go will fight it out but 
the digital victor will find it 
hard even to draw with a 
rank amateur. 

The POST cup. which is 
organised by the Yokohama- 
based Foundation for the 
Fusion of Science And Tech- 
nology, will act as a kind of 
showcase for the develop- 
ment of artificial intelli- 
gence. say its organisers. 
Computer Go fanatics world- 
wide will be eagerly watch- 
ing to see who will claim the 
Ylm FOST Cup prize. 

A Taiwanese educational 
foundation, the Ing Chang-ki 
Wei-Chi. is offering a SI. 4m 
(£840.000) prize for a program 
I that can beat a human 
champion by the year 2000. 
The foundation can be pretty 
confident of keeping its 
money: not even the calcu- 
lating might of the IBM 
Deep Blue* computer, which 
beat Garry Kasparov at 
chess last year, can come 
close to matching the exper- 
tise of the best Go players. 

Koichiro Ishihara, the 
director of the FOST tourna- 
ment, explained why the 
task facing the computer 
programmers is so difficult. 

Tie board size is large 
and tbe number of moves in 
a game often exceeds 250, 
which means there are so 
many choices of moves. 


There are only two colours 
of stones and the rales are 
rather simple. However, it is 
very difficult to decide the 
value of moves," he said. 

Go. which originated in 
China, is played around tbe 
world by more than S5m 
people. Most of them are In 
south-east Asia; Europe may 
have as many as 100,000 
players; the US an many as 
20 .U00. 

It is played on a decep- 
tively simple board with 180 
white ’stone*’ and Ml Mack 
stones. A full-size Go board 
has a grid of 19 horizontal 
and 19 vertical lines and the 
stones arc placed on the 
board's 361 intersections. 

Go's complexity stems 
from the huge number of 
possibilities fur each move, 
which total to", and that 
can be learned only from 
repeated play. 

"You are talking about cal- 
culations that are beyond 
even tbe most powerful com- 
puters around," says John 
Gibson, secretary of the Irish 
Go Association. Even a cou- 
ple of Cray Super computers 
side by side could not play a 
reasonable game. 

But the programmers ore 
not going to give in easily. 
Yasuki Saito and Atsushi 
Yoshikawa, researchers at 
Japanese telecommunica- 
tions giant NTT, are analys- 
ing the way top players oper- 
ate by fitting them with 
special goggles equipped 
with miniature cameras that 
track eye movements. The 
researchers log the direc- 
tions in which tbe players 
look in on attempt to synthe- 
sise intuition. They admit 
their program falls short of 
human intelligence but hope 
their strategy will help them 
win some day soon, 

Mr Ishihara thinks they 
will have a long wait “Some 
people say that computers 
will defeat human profes- 
sionals before 2050. But oth- 
ers say it will never happen. 
My opinion is that it won't 
happen in tbe 2lst century." 


FINANCIAL TIMES READER OFFER 


An Invitation to 

The Financial Times Masters Golf Tournament 

October 24 - 25 1998 
at TUmbeny, Scotland 




Visitors to Hungary experience friendliness and cordial hospitality ad along. 
a * so uis ^ 10 S** acquainted uitb tbe treasures of Hungarian culture. 

Tbe homeland of Zoltdn Koddly, tbe world famous composer and teacher of 
music, is called deservedly tbe country of Festivals; art celebrates its festive days here throughout tbe year. It 
is not easy to choose from tbe rich cultural programmes offered: beside tbe comprebensiiv range of 
programmes of tbe Spring and Autumn Festivals, various branches of art go on parade. Tbe Ust includes tbe 
Folklore and Old Crafts' Festival., organ concerts, an Opera and Ballet Festival. open-air performances, 
medieval games, theatres, museums and galleries. Alongside these etvnts. tbe traivller may admire tbe 
wonderful historic monuments of tbe country. Hungary does not only offer you a vacation rich in cultural 
experience- wherever you come from, you will encounter heartfelt Hungarian hospitality, too. 

Did you know that it was a Hungarian who taught almost 
the whole world to sing? 


OPEN DOORS. OPEN HEARTS. OPEN MINDS. 



The first Financial Times Masters will be held on Tumbenys magnificent AUsa course, three times 
host to the world’s legendary Open Championship won by Tom Watson in 1977, Greg Norman in 
1986 and Nick Price in 1994. 

Tumberry surrounded by 800 acres of stunning Ayrshire countryside with commanding views over 
the Mull of Kintyre, the Isle of Arran and the Atlantic Ocean, is one of the world’s leading hotels with 
two championship golf courses and one of the Europe's most sophisticated spas. 

Ptayere are invited to arrive on Saturday October 24“ for a practice round on the AiJsa followed by a 
champagne reception and dinner In -the evening. The Financial Times Masters will be a Stablefbrd 
competition for teams of two on Sunday 25* October with the first tee-off time at 8.30 am. Competitors 
will ptey to a maximum of 18 for men and 24 for women. A buffet lunch wffl be provided in the dub house 
with (inner and prize giving in the evening. The overall winner wffl be awarded a seven night golfing 
holiday for two at The Greenbrier, West Virginia, host to the 1 979 Ryder Cup and the 1 994 Solheim Cup 
matches. The Greenbrier is the only resort in the world to have hosted both of these prestigious events. 

The two nktht stay with dinner each’ evening, green fees and buffet lunch is £525 for each of two 
people sharing a room, or £675 for a single room. Non-playing partners will be offered a beauty 
treatment in ^0 spa. A special rate is available for players who wish to arrive on Friday or stay longer. 

Players without a golfing partner for the competition will be paired up by the organisers. 

Ryanair fly to nearby Prestwick from Stansted twice a day from £48 return. 

To reserve places or for further information please complete the coupon below 
or contact Sonja MeUet on Tel: 0171 873 3375 or Fax: 0171 873 3067 
. — . *"*** ”" "* — — 

Financial Times Masters Golf Tournament 

Z Rnoodal Times. 3«i Floor, One Souths Bridge, London, SE1 9HL 

.wm»« / nioocfl s»nd ma further Information* for the FT Masters GoW Tournament 
Please reserve 1 . 

Name: — - - - — - ■ 

Address: 
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Work Tel: — — 

Please debit my crftSt card with £ 

Credit card number..- — 

*<Mets as appropriate 


Evanfcig Tit — — 

Signature... 

AMEX /VISA /MASTERCARD /ACCESS* 

Expiry cteta — — l — : 
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FINANCIAL TIMES FRIDAY AUGUST 28 1998 


BUSINESSES FOR SALE 



YARDLEY 


Showpla UK Limited 

In administrative receivership 

. un) Twin and 


in aui 1111 iwuuH • - - — 

ThejotdwimnSttattoriK^^ 

CKteWM offer be sal* the tonne* and assets 

of tteabova company. 

■ ... ... 


Old Bond Street Holding Company Limited and subsidiaries 
incorporating Yardley and Company Limited (“the Yardley Group”) 

Tony Thompson & Roger Oldfield appointed Joint Administrative Receivers on 26 August 1998 


ptvidpelty supplied to ‘tetotroncs-and 
automotive incktstriec 

£3 motion, substantial order book, protected 

annual turnover of £10 rnffibn 

Modem, freehold 66.000 aouere foot topp<cxl 


The Joint Administrative Receivers offer for sale the business, brands and assets of the Yardley group . 

of companies: 


Staffordshire on 3. 7 acre »'» 
* 19 nxxtem injection nwuffini 

SDm 1600 tome capability 



■ Principal asset is the Yardley brand and its widely known sub-brands worldwide 
(other than in the Americas); 

R Reputation for high quality product; 

■ Strong brand heritage and awareness bolstered by consistent global advertising; 

■ Three key sales categories - cosmetics, female fragrances and bath luxuries which are growing 
in most countries of operation; 

■ Products marketed in over 110 countries through four regional divisions: 


For further information, pleasa contact ^ ^. lmn 

William TaconorKim Raymantat VBun0, 

One Colmore Row, Birmingham B32DB 
7M: 0121 232 42Bmi6tFax: 0121 232 4448. 


MErnst&YounC _ aiw 

UilWM*M7MaMrhM 



Sugar Confectionery Manufacturer 


Middle East and Europe 
Australia and New Zealand 


Far East, including Singapore and Malaysia; 
Subsidiary companies in Australia, New Zealand, Singapore and Malaysia 


Old Established Company with established brands 
and customer base operating, from own freehold 
factory in Northern England. 


Box B6045, Financial Times, 

One Southwark Bridge, London SE1 9HL 


For further information contact Tony Thompson, PO Box 730, 20 Farringdon Street, London EC4A 4PP. 
Telephone: +44 (0) 171 311 1000 Fax: +44 (0) 171 311 3607 Email: tony.thompsonQkpmg.co.uk 


KPMG Corporate Recovery 

KPMG is authorised by the Institute of Chartered Accountants in England and Wales to carry on Investment Business. 


Company For Sale 


Contract Cleaning 
Midlands Based 
£ 2 . 5 i , f Turnover 
Bo 36039. Financial Timoi, 
Cnn 3cu!lv.vjri< Sridgo, 


Londc.i i£ ' 9HL 



ETBA 


Finance 


ECONOMIC & FINANCIAL SERVICES S.A. (formerly GREEK EXPORTS S JL) 


ANNOUNCEMENT 


OF A THIRD PUBLIC AUCTION FOR THE HIGHEST BDDER FOR THE SALE OF THE TOTAL ASSETS OF NTTROGBKHIS FERTILISERS 
INDUSTRY (AJLELAX.) SJV. NOW UNDB? SPECIAL UQUBMiTION 

ETBA FINANCE Economic and H nanda t SA (Mabfahed In Athena at 1 Eratosffnnous St), to Is espndy as apodal Iqddakr. in ancad a nca wati Dactafan 
1/15.1.1998 of Ihe Western Macedonia Coat of Appeal, at the atom company whldi has been placed inter apodal (qtedsflon as per artteto 48a of Law 1882/1 990 as 
complemented by article 14 of Law 2000/1 991, as In farce today: and fatowhg the tosttucBons of ETBA SA and DBi SA of 1777/1998 and 2li7/l 998. credos os par 
paragraph t at article 46a of Lew 189W890 

ANNOUNCES 


znnzsnmnm 


a Mrd pubic auction tor the highest bidder wflh sealed, birring offers far the sale, as a whole, of the assets of MTOOGENOUS FERTILISERS INDUSTRY 
(AE&AL4 SA which Is now under Iquidattaa 

ACnVTTY AMI SUIMARY DESCRIPTION OF THE COMPANY 

The company NITROGENOUS FEfTTUSBTS MDUS I HY(A£BAl_) SA is establdied In fhe munidpaBy of Ptotamais In lha prefectoe of Koran! and imtaled 
on a ptol of land about i.7B2£20 nf to area. The buMtogs cover a total area of texiut 100,000 m* In various parts at the estate accenting to production raqufesmenls. 
The factory ties about 4 km. nonheast of Pwtemete and about 28 km. northwete of KazanL AfLBAL. produces and rails staple ntirogenous torUsera such as nMc 
a n vnon ia . calcareous rattle a m rnon ia ,sufahuric ammonia ai% and compound totlfeera. More information on foi products and fhe otpactiy of each unit are conlatoad 
in fhe Offering Memorandum. 

Terms of the Announcement 

1. The auction wM be conducted to accordance with the previsions of article 48a of Law 1882/1690 as supplemented by article 14 of Law 2000/1991 as 
currently In force; Ihs terms contatoad to the present announcement end the terms contained In the Offering Memorandum, ragardess of whether or not 
they are repeated to the present The submission of a binding offer Implies acceptance of al these terms. 

2. For a hiler awareness of the company for sate. Interested buyers are Invited to receive, on aigrudua of a ccnfidentiafity agreement, the detaBed Offering 
Memorandum and ask lor arty other information. 

3. in onto to partiefaate In lha auction, interested parties must submit a sealed, binding offer to the notary public assigned to the auction, Mrs. Deaptoa Kyratzj- 
Synodlnou, at 48, 2? March Street In Ptoiemate, tel. 30t463*a6726 from 9 - 123)0 hours on Monday, 21* September 1998. The submission of offers 
should be mads to parson or by a legally authorised representative. Offers aubmlted beyond lha time Rmft wffl not be accepted or taken Into oonsfdwation. 
Odets must not contain terms upon which thw btodtogness wil depend or which create vagueness with regard to the amount or the method ol payment of 
the offered price or wth regard to any other essential patois. The fcjukJator end the creditors matoteto the right. at their incontrovertible discretion, to reject 
otters wMch conain terms and exceptions, even It they'are higher than other ottere, or consider dwn to he noo-oomalnad, to which case the o tt er rematoa 
binding with regard to the rest of its content. 

4. Otters must be accompanied, on penalty of cancellation of lha offer, by a letter of guarantee from a bank legally operating to Greece, to the amount of two 
hundred and Mty rnlHon drachmas (GDfi 250.000.000) as per specimen co ntan ed to the Offering Memorandum, vafid unta Be return to the guarantor bank 
and guaranteeing both the substance of the offer submitted and any improvements made to i. 

5. The ofleiswti be opened by the notary to her office at 143)0 hour* on Monday, 21- September 1998. tntoesied parties wno have submitted binding offers 
wkhh toe time timtt ere entitled to attend lha opontog of the offem. 

6. Offers must specifically state the offered amount and method of payment (to cash or an erode, the number of instalments, when they are to be paid and the 
merest during the entire period ol sattiement If there is no reference to a) the method ol payment, b) whether the pert on cretft wS bear interest or not, 
ana c) the merest rate to be calculated, it wB be considered correspondingly that a) payment wffl be n cash, b) the part on credk wt be paid wffhout interest 
and c) the interest on any part an crertit wfl be ca treated at the legal tuddal rate to Total at the Urns. 

7. Essential entena tor evaluating the offers are; a) the size ol too amount offered, b) the number of fob positions to be created, c) the guarantees provided tor 
settlement of the balance on credit and the fulBment ot other terms, d) the relabWy and treat worthiness of the to te reeted party, e) tha business plan and 
n particular the height of proposed Investments and f) the commitment to keeping the business tunning and tor how tong. 

B. For afi the above pom as wel as for the ramatotog forme to be agreed upon dob positions, height of investments, etc.) the buyer must accept penalty 
douses, adirxxvtfty covered by property or other securities, which wlD guarantee cnmpfianco wth lha terms agreed upon. 

9. The elements which make up the company's assets dial be sold "as to and where to" end, more spodtteafly, to their actual and legal condHon end at the 
P*°ca where they ore atuatod on the day of signature of tha sale contract The Bqujdsxor and toe creditore ere not resporofato tor legal or actual defects or 
deficiencies of any kind of the assets to sale, nor to any incomplete or inaccurate description of them to tire Offering Memorandum. Interested parties, 
should, with their own means and dUgence and at their own expanse, took into and form their own assessm ent of the objects tar sale. Tha submission of 
an ofto hfotes that the tolarasfed party is futy aware of the legal and actual stats of tha objects to sale. 

10 . In the evert mat pert payment Is oi credn. the present value wifi be taken toto account to evaluating the offer, which wH be catouWad on the baste of a 12 % 
annual dtecoun! rate. 

In the went that the person to wruxn me assets of the company under ffquktatkin are adjudfeatsd tab In his o M gation to appear at lha lime and place 
spedfiod n tho htwdafcw’a invitation, ti order to sign the relative contract to accordance with me terms of tha present Announcement and of hie offer, as 
tmafly composed, then the guarantee, as above, te torfotted in favour of the liquidator and toe crodttora In order to cover afl expenses of any kirxl, time spent 
and real of hypothetical losses sudairwd, wnh no oUgation to provide proof of such, and consider the amount esepenatty clausa and colecta from the 
guarantor bonk. 

12. The faquMaur bears no responaiuuty tmortto partkapaite to ttie auction, bath wtihregted to the report assessing the ottora or to his proposal ol the highest 
bidder. Also, he is not fiable aid has no ofaffgatian to the participants In toe auction in ttw evert that Ihe suction Is canceffed or dedared nul and void 3 te 
reed is deemed un s ati sf ac to ry, 

Tho aa pon ies teAmg part to ihe auction and submitting otfara do nor accpnra any right dakn or demand Iran the present Announcement end from their 
p afflLfaaito n to me auction, against the Hqiudator or the creditors to any cause or reason. 

14 Accordtog topara. i^ 3 ol artide 46a of Law. 1892/1990 ihe sale coroact and the racesssy transtoe accruing trom it and any other relative transaction are 
Memp red lrgn taxes, teres or stale « thrd party rights or stamp duties, wMta the rights end tees of notaries, lawyers, supervisors and mortgagors are 
restncud to 30°*. Any exp enses Incurred In the sale of Ihe assets (VAT, the fees of lawyers, notaries and mortgagors, Judobry supervisors, tec. rights and 
atnaraxpenses) are tobe bome by tho buyer. Tho present was drafted m Greek and transiaud mu Englsh. However. In the event ol (flflerences occurring 


to translation, the Greek text wti prawn. 


10 ° ftef1n 9 Memorandum and tor any addtoonal information, please apply to tho offices of the Bpitidator 

1 EfBtosthanous & Vtiss. Constantinou Sts. Athens, TaL (301) 7280210. 7260259, 7280508 and Fax (301) 7260884 
*datthe company's factory at Ptotemate TVjL (30463) 22241, Fax (30483) 28822. 


BUSI 

SERI 


Midlands based 
engineering company for sale 


PORTUGAL 


YOU NEED 
COMPETENT 
REPRESENTATION? 


Internationally 
operating German 
system house for 
communication and 
acoustic technologies 
is offering its services 
and know-how. 


Box 66034, 
Financial Times, 
One Southwark Bridge, 
London, SEt 9HL 


TJOQttri- 

Prechold property. Own products. 

Motor Industry (Not OE). 

Price in region £2.7m. 

Fw limber detail, corucr Bn< BMW7, Rranctai Tm 
Onr Saute BnJ|e. 

UalnLSEl WL 


SigD company for sak. Well brown 
tbrough Aui^pL 15 yeas in 
htt fl a css . Animal Tnnww apfrox. 
PlKJOCk. AsJdsg pace incJufijig 
fiahoU prembes Pds.700k. 
Eo<ioiri& in confidence. 


REPUBLIC OF CAMEROON 
MINISTRY OF THE ECONOMY AND FINANCE 


INTERNATIONAL CALL FOR BIDS FOR THE PRIVATISATION OF 
THE CAMEROON INSURANCE COMPANY (SOCAR) 


As part of its program of restructuring and privatising pubUc and semi-public enterprises, the Government of 
Cameroon wishes to establish two new Insurance companies (one general insurance and the other life 
insurance), in collaboration with private sector investors, to replace SOCAR Insurance Company. 
Cameroon is at the centre of an economic and monetary union (CEMAC) grouping six countries In central 
Africa, investors will enjoy immediate access to the insurance markets of Cameroon's neighbours. 

SOCAR was created in September 19731 Its shares are held by the Cameroonian government (36%), 
public-sector entities(20%) and various foreign interests (44%). Fbr many years, SOCAR was the most 
important insurance company in not only Cameroon but also in francophone Black Africa. 

An international call for bids is being launched to find a shareholder to acquire a majority stake of at least 
51% in the new companies. The minimum amount of capital is set at 
CFAF 2 Billion (FF 20 Million or USD 3.33 Million) for the general insurance company and at CFAF 250 
Million (FF 2.5 Million or USD 416,000) for the life insurance company. 

Parties seeking to take a majority stake in either of the two new insurance companies should be insurance 
or reinsurance companies with reputable and financially sound backgrounds. The government win allow 
companies without the necessary insurance or reinsurance expertise to take a majority stake in the new 
insurance companies under conditions spelled out in the information memorandum and terms of reference. 
Potential investors can obtain an English or French information memorandum on this privatisation project 
along with a complete package of tender documents by contacting the individuals noted below. 

Investors can join with Cameroonian or foreign interests to submit a joint bid. Those investors willing to take 
a minority interest in the new companies can submit an expression of interest to the Insurance Division of the 
Ministry of the Economy and Finance’s offices. Once the winning bid has been selected, they will be advised 
of the price of shares established through the bidding process and invited to subscribe for shares at that same 
price. 1 

Bids should be received by no later than Thursday, October 1* at the Ministry of the Economy and Finance's 
offices (as below). 

M. Samuel Obam-Mbom 

Director of Economic Controls and External Finance 
Ministry of Economy and Finance 
Postal Box 24 

Yaounde, Republic of Cameroon 

Tel: (237) 22 49 53 or (237) 22 19 63 or (237) 21 49 75 

Fax: (237) 23 35 22 or (237) 23 34 85 or (237) 23 35 27 

Or 

Mr Georges Ononemang 
Chief, insurance Division 
Ministry of the Economy and Finance 
Postal Box 24 

Yaounde, Republic of Cameroon 

Tel: (237) 22 21 09 

The Minister of State for the Economy and Finance 
le ministre delegue 
P*"- *tean Marie GANKOU 








Southampton City Council 



I Tender For Feasibility Study 
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Appear In the Rnancial Times every 
Tuesday, Friday and Saturday. 

For further information, or to advertise in 
this section, please contact 
Melanie Miles 
Tel: 0171873 3349 
Fax: 0171873 3064 


RESEARCH ANALYST 
required by Media Company 


Responsibilities win indude research and analysts, report' preparation 
and presentation, media and -marketing analysis, and involvement In 
formulating strategy and developmenL 


The successful candidate will possess an aits based degree with a 
minimum two years' relevant, experience. The salary on offer is 
commeawrate wlfli experience. 


If yon possess the necessary skills and experience required for the role, 
please send .your CV to; 


Box 6218, One Southwark Bridge, London SGI 9BL. 






providing fcmvinfl rionatffon, fa Mr R T Eyfes. 
Oxpnnfa Conkods. 3d Floor, Ovwftoe House, 
SaJtyndanlbnace, Scmhomptan 5015 I GW, « by In 
on |017031 932751, by no later Inn M onday 144i 
%W«r1998 

I ha constancy is o subsdtoy of o parent compa n y h* 
infaanioniadKpiOHdBd (or he parent company evveS. 
|r| ffflBsnatnfi, itgbhiiCin numbei tiotfing oddest, and 


W bor^cisindarwaLoaaiedouIcw he ha 

years, tndudng values, dhenis and 6^ 

H f'fctoiesond oddkesesef 


(fi) Nome aid oddrass of firm s braikers; 


nferacm may be sougiff. 
mfcraiaion can be 
by contacting Mr 
feW Eytes on [ 01703 ] 
B 32 d 67 


Kate® 
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THE ARTS 


GLIMMERGLASS FESTIVAL 


Opera-house that bucks the trend 

Martin Beriiheimer enjoys the. balance of the esoteric, the complex and the' sure-fire on offer this season 


The grey clapboard opera-house; 
looms frith stubborn dignity 
amid the bucolic greenery, a 
deliriously unseemly and per- 
versely delightful mirage, it 
doesn't jtist defy common logic, it 
contradicts most of the sad facts 
of artistic life in America's dark 
and dismal 1990s. But there it is, 
a democratic and astonishingly 


nestled on a hillock outside a 
quaint, sweet and sleepy village 
primarily celebrated,- until 
recently, as home of that 
all- American cultural institution, 
the Baseball Hall of Fame. 

The Glimmerglass Opera, 
which began with , a brave Boh- 
im at the local high school in 
1975, moved to its independent 
920-Seat home, and to national _ 
perhaps international - promi- 
nence in 1987. Essentially, the 
conipriiyisthebraixuAlid of Paul 
Kellog, who now runs the rustic 
endeavour as something akin, to 
the summer , try-out home of the 
other institution under bis com- 
mand, the New York City Opera 
of Lincoln Center. 


A. risionary with feet planted 
firmly on the upstate earth, Kel- 
li^ has managed to respect a deli- 
cate balance between standard- 
repertory ritual and- adventure. 
And he has done so with a resi- 
dent ensemble of artists TKrtfi hk* 
for talent and a healthy willing- 
ness to take risks, not with a 
coflection of expensive itinerant 
stars. No, Pavarotti doesn't wave 
his Tittle white tablecloth here. 
Glimmerglass concentrates on 
opera as intimate and integrated, 
even modem. di a h» » . as such, it 
bucks the -popular trend. 

The current season balances 
Folstaff, possibly . the most diffi- 
cult and most esoteric of Verdi’s 
mature operas, and Puccini's 
sur&flre Tosco against Por te oopi 
a complex Handel exhumation; 
and The Mother of Us AB, a sub- 
limely ridiculous ■ collaboration 
between the wise but crotchety 
Virgil Thomson and the .pro- 
foundly elusive Gertrude Stein. 
According to official statistics, 
not incidentally. 51 per cent of 
the visitors to Glimmerglass 
drive two-and-a-half hours or 


more to attend the opera, a feet 
that no doubt explains the pre- 
ponderance of matinees. - 
For this visitor, the Glimmer- 
glass experience began inauspi- 
riously with Tosco. Mark Lamo6, 
a generally interesting producer, 
buried the melodrama in hoary 
ebehes and grotesqueries. tnov- 


Stewart Robertson of Glasgow, 
the usually Enlightened maestro 
on the premises, had trouble sus- 
taining proper tensions with a 
scraggy orchestra and an Inade- 
quate cast headed by Amy John- 
son as a lightweight Tosca whose 
chief distinction involved singing 
.“Visa d’arte" flat on her tummy. 


long neglected thereafter, Han- 
del's opera explores the florid for- 
mulas attending the historic 
strife of love and/or war in 
ancient Naples - in this 
instance the quasi-mythological 
affairs of the displaced princess 
oT Fhera. 

The convoluted pkH tent very 


A fearless and virtually peerless dramatic soprano named 
Lauren Hannigan told us all about Eve. Alas, it wasn’t enough 


teg the action forward lo Musso- Ian DeNolfo, the Cavaradossi, did 
lini’s Italy (forget about the bat- ‘ a lot of Wagnerian bellowing, 


tie of Marengoj and imposing all 
manner of Grand Guignol 
excesses. His greatest inspira- 
tions involved allowing Baron 
Scarp! a, normally the most com- 
posed and most elegant of vil- 
lains, to indulge in some aoto- 
erotic, flai lings during the Te 
Deum and. inadvertently even 
more amusing, having the titular 
diva stab her nemesis, then 
adjust her makeup in a pocket 
mirror and spit daintily upon the 
corpse. 


occasionally on pitch, offset by a 
little sensitive crooning- Michele 

Bianchini. the voiceless Scarpia, 
performed the indecent acts vis- 
ited upon him conscientiously, 
and. as the bumbling Sacristan, 
Dean Elzlnga proved spastic way 
beyond the obnoxious call. Poor 
Puccini has tend better in aca- 
demic workshops. 

Under the circumstances. Par- 
taupe came as a pleasant shock 
the next afternoon. First per- 
formed in London in 1730 and 


important. The convoluted arias 
are. They were dispatched here 
with dazzling ease and staggering 
brilliance by a well-matched 

ensemble led by Lisa Saffer as 
the delectably nymphomanakr.il. 
bigb-toned heroine and David 
Daniels, lush and nimble counter- 
tenor in excelsis. ns her charm- 
ingly confused suitor Arsace. 
Francisco Negrin, abetted by 
designers John Conklin and frill 
Steinbfcrg. played nut the semi- 
serious charades cleverly, in 
timeless, stylised modernity. 
Harry Bicker conducted with 


abiding self-effacing bravado. 
Faith was restored lavishly. 

Kellog’s crew sustained the 
aura on August 17 with the 
autumnal glories or Folstaff, 
affectionately conducted by 
George Martaban and delicately 
staged by Lean Major amid Ver- 
meer-oriented set-pieces d e sig ned 
by Conklin. 

The primary triumph belonged, 
however, to Mark Delavan. a 
-robust, youthful baritone who 
sang - really - the title 
role, and sang It moreover with 
extraordinary power, clarity and 
intelligence. This unblustery Fal- 
staff may have seen better days - 
and nights - but he was no one’s 
buffoon, and he somehow man- 
aged to sustain a awnManeg of 
courtly dignity even when the 
fates and his adversaries were 
cruel. 

He was nicely seconded by 
Stephen Powell and Amy Burton 
as the Fords, and heartily com- 
plemented by Muni Lomer as an 
understated Quickly. The others, 
mostly promoted from Glimmer- 
glass's training programme, 
worked diligently if not necessar- 
ily with maximum finesse. 

In lus ongoing quest far nov- 
elty 1 and his ongoing desire to 
support the aesthetically under- 
privileged, Kellog added a “read- 
ing." that is. a concert perfor- 
mance. of a new opera. Lillith. by 
Deborah Drateli the next night. 


Intentions for outshone achieve- 
ments in this case, the derivative 
score sounding like an exotic 
ftMion of movie music, aimless 
parlan do and screaming Strauss 
(anyone for KltktraTb A fearless 
and virtually peerless dramatic 
soprano Lauren Flanigan 

told us all about Eve. Alas, it 
wasn’t enough. 

The causes of feminism and 
sociopolitical progression were 
fer better served at the matinee 
OT August 18 with The Mother of 
Us All Robertson conducted with 
splffy nonchalance, and Christo- 
pher Afaten served the spirit, if 
not always the letter of this 1947 
opus with bright iconoclastic 
invention. 

Joanna Johnston conveyed the 
trials, tribulations and triumphs 
of Susan B. Anthony with 
immense pathos, easily eradicat- 
ing memories of Mlgnon Dunn in 
the famous Santa Fc production. 
Allen Moyer’s sets invoked story- 
book images with stubborn preci- 
sion and salty wit. Above all. 
everyone reveled in the fey stars- 
and- stripes quirkiness of Thom- 
son's score - aptly described by 
the composer himself as “an evo- 
cation of lRth-century America 
with is gospel hymns and cocky 
marches, its sentimental ballads, 
waltzes, dam-fool ditties and 
intoned sermons’*. All the ele- 
ments seemed right at home in 
Glimmerelass. 


DIVAS AT T HE DONMAR WAREHOUSE 

Mellowed tone 
hits the spot 

Alastair Macaulay reviews the 70-years-young 
Barbara Cook and finds her as beguiling as ever 


Caruso - - according to a 
fellow-singer who bad watched him 
almost all his career - became 
more himself as he grew older. 
Though the voice changed gradu- 
ally from a sweet lyric tenor to a 
heroic near-baritone, and though 
parts of his repertory changed 
accordingly, the man himawif grew 
only more evident in his music. 
(Just listen to his late recordings of 
Neapolitan songs to hear how true 
that is.) And he reached peaks of 
musical style and of interpretative 
intensity that would have , been 
inconceivable in him 20 years 
before. 

The same is true of Barbara 
Cook, who Is singing this week at 
the D on mar Warehouse as part of 
its “Divas" season. She celebrated 
her 70th birthday last November, 
and she was a Broadway star - 
Tnairfng some classic recordings - 
before many of ns were bora. You 
can go from those early Cook 
recordings to the way she sings 
• today and hear just how her voice 
has mellowed and darkened; I 
think it has actually gained in tex- 
ture and colour and complexity, 
but it has lost some of the sweet 
brightness of yore. It no longer 
sails above the stave, her virtuos- 
ity and her range of musical effects 
has -diminished, and her breath 
control is slightly less firm.- At the 
Donmar performance I attended, 
she 'bad three small m emo ry 
lapses, which she handled with a 
good humour that recalled tales of 
, the. autumnal Elisabeth Schwarz- 
’ kopf in the same position. A few of 
her better-known songs she is now 
singing in downward transposi- 
tions. 

The facts, however, remain 
impressive. She gives her audience 
over two hours (with one interval) 
qf singing; her repertory is drawn 
from a wide era, spanning from 
songs that were written when she 
herself was a girl up to others writ- 
ten by authors atm young today; 
and she includes some unfamiliar 
material. Although chronology 
tells us she must now be well Into 
the autumn of her career, she sings 


with a power, a musical authority, 
and a beauty of verbal enunciation 
that shows an artist fully in com- 
mand of her considerable art In 
the week before this performance, I 
had heard singing in Edinburgh by 
Karin Mattila and Dmitri Hvoros- 
tovsky, opera stars 1 greatly 
admire and who are very much in 
the radiant early summers of their 
careers. Cook’s performance was 
the most richly musical experience 
of alL 

The Important point about Cook, 

. however, is not to place her on a 
good/better/best scale. After all, in 
her 70s, her technical resources 
must gradually continue to dimin- 
ish; nor will her memory improve. 
What matters with Cook is chiefly 
the feeling she gives, her audience 
of bringing them home to the heart 
of a song. She makes a lovely old 
chestnut like “This Nearly was 
Mine" (from South Pacific) sound 
new-minted; she takes a meander- 
ing ballad like Janls Ian's 
philosophical “Stars, they come 
and go" - and delivers it with a 
grasp of rhythm so firm that the 
architecture of each phrase lights 
up the large deign of the entire 
song. 

But one almost forgets this 
expressive core o£ Cook's art, 
because there is so much else to 
take in. In Duke Ellington’s *Tm 
Beginning to see the Light”, she 
attacks an upward scale (on the 
words. “but now that your lips are 
burning mine") with an incisive- 
ness and range of colour that are 
searing. The top of her voice can 
still blaze with clarion force, the 
more so as the. evening , proceeds. 
Returning to Noel Coward’s “If 
Love were AH", she still makes it a 
more encompassing, shapely, and 
serious utterance than any other 
singer ever has. And she is both 
funny (a wonderful song about cir- 
cular versus rectangular experi- 
ences) and fun (dedicating the song 
“When Tm Cooking Breakfast for 
the one I Love" to “My Dear Good 
Friend Germaine Greer"). 

I hope one day she will give Lon- 
don again the Porgy and Bess med- 



ley she sang two years ago at the 
Cafe Royal - whereas I have now 
heard her do Amanda McBroom’s 
song “Errol Flynn and my Daddy" 
twice too often. When one loses 
interest in a Barbara Cook song - 
it seldom happens - the reason is 
always that there isn't enough 
music in it to challenge her. She 
ends her Donmar programme with 
a medley of songs from She Loves 
Me, the musical with which she is 


most associated, and these songs In 
her hands are always fresh, funny, 
enchanting In fact, this time she 
does a whole medley from that 
show, including not only her own 
character's songs but also the 
hero's (Daniel Massey, who created 
this role on Broadway, died 
recently). 

Although I couldn't help wishing 
that she would also sing (as at Sad- 
ler's Wells in 1995) the “Library" 


song from this musical, her anthol- 
ogy becomes a delectable collage 
both of the central She Lores Me 
romance. Some of these songs 
moke incomplete sense out of the 
show's context, yet Cook makes 
them a complete experience. It has 
been a long time since she was the 
earnest ingenue she once was in 
this and earlier musicals, and yet. 
as she sings, she becomes one 
again. 


POP FUN LOVIN’ CRIMINALS 

Wannabe bad 
boys take a few 
wrong turns 

The album tries to give the listener a tour 
of New York’s mean streets - with mixed 
results, says Ludovic Hunter-Tilney 


The Fun Lovin’ Criminals 
find their joys on the wrong 
side of the tracks. By dilut- 
ing the more gritty extremes 
of gangster rap. this New 
York-based trio have created 
a well -crafled and palatable 
brand of mobster chic. 

Their debut album. Come 
Find Yourself, studiously 
established Its outlaw cre- 
dentials by name- checking 
Mafia boss John Giotti and 
j sampling dialogue from Pulp 
Fiction, while the music 
itself revealed the band as a 
rock outfit which borrowed 
liberally from hip hop, funk 
and jazz. 

The album pulled off this 
musical larceny with 
refreshing bravura. Come 
Find Yourself did not expand 
any musical horizons, but it 
did lead the listener eqjoy- 
ably through Manhattan 
lowlife. 

The new album. 100% Col- 
ombian. does not deviate Ear 
from this landscape. Trades 
like “Soutbside” and “10th 
Street" still conjure up a 
New York that owes more to 
Scorsese’s Mean Streets than 
Mayor Giuliani’s zero toler- 
ance campaign. 

But the band has at least 
partially cleaned up its act 
Perhaps realising that the 
cartoon-like capers of Come 
Find Yourself could not be 
sustained into a second 
album, they have opted 
instead for a more measured 
and reflective tone. The rum- 
bustiousness has been toned 
down: the Fun Lovin’ Crimi- 
nals appear now in a more 
soulful guise. 

Unfortunately, the results 
are disappointingly variable. 
“The View Belongs To 
Everyone” is a rare success, 
with its winning combina- 


tion or wise- guy lyrics and 
uplifting, laid-back melody. 
But this peak soon gives way 
Id the trough of “Sugar", 
singer Huey's paean to his 
pet hound, a whey-faced apo- 
logia for a soul song. 

The first single from the 
album. “Love Unlimited", 
encapsulates these extremes. 
The song is a tribute to 
Barry White, the deep-voiced 
soul singer, but while it has 
a certain charm, "Love 
Unlimited" nonetheless hov- 
ers uncertainly between 
homage and parody. The 
resulting atmosphere is sim- 
ply ersatz: a song that suc- 
ceeds in dimming the lights 
but fails miserably to steam 
up the windows. 

Those tracks that do aim 
to rabble-rouse inspire even 
less interest. “Korean 
Bodega" and “Southside" 
barely stir themselves from 
chugging, formulaic rock: 
they are entirely lacking in 
the brio and hip hop dash 
that so leavened the songs 
on Come Find Yourself. The 
final two tracks revert to 
old-fashioned blues and rock 
'n’ roll respectively, almost 
as if the band has given up 
all pretence to smooth 
moves. 

100% Colombian ends with 
an announcer intoning the 
virtues of a limousine com- 
pany over a tinkling cocktail 
jazz background. It precisely 
captures the ambience of 
knowing sophistication 
which the Fun Lovin' Crimi- 
nals pursue, but the album 
suggests that this is still 
beyond them. Intending a 
suave glide through their 
home turf, 10K j Colombian 
sees them losing themselves 
in a series of wrong turns 
and dead ends. 
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AMSTERDAM 

EXHIBITION 
Rljksmuseum 
Tel: 31-20-673 2121 
The Secret Unlocked: German 
Furniture Opened. Nine pieces 
dating from the end of the 16 th 
to the end of the 18 th century, 
chosen from the museum's 
collection of cabinets. Includes 
lour pieces by the • 
cabinet-makers Abraham and 
David Roentgen; to Aug 30 


BILBAO 

EXHIBITION ^ 

Guggenheim Museum Bilbao 
Tet 34-4-423 2799 
wwwtguggenhekn.org ... 
China - 5.000 Years: organised in 
collaboration with the Ministry ot 
Culture of the People's RepuWiC 
of China, comprising 500 works 
of art ranging from the Neownta 
to the contemporary, t o Sep 1 

CHICAGO 

EXHIBITION 

Art Institute Of Chicago 
Tel: 1-312-443 3600 


www.artic.edu 

Songs on Stone: James McNeill 
Whistler and the Art of 
Lithography. Around 200 works 
by the American expatriate, 
including drawings, etchings and 
paintings, which demonstrate the 
importance of lithography to Ids 
art and his theory of art; to 
Aug 30 


COPENHAGEN 

CONCERT 
Tivoli Concert Hal) 

Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works by Copland, 
Mahler and Sibedus. With 
mezzo-soprano Lorraine Hunt 
Aug 28 - 

exhibition 

Louisiana Museum of Modern 
Art, Humlebaek 
Tel: 45-4919 0719 
www-louisiana.dk ■ ■ 

Louisiana at 40:" The CoHechon 
Today. Anniversary exhibition of 
foe permanent collection, 
designed to showcase 40 yeara ; 
of work. Highlights include works - 
by Giacometti; lo Aug 30 


EDINBURGH 

dance 

Edinburgh international Festival 
Tel: 44-131-473 2000 
www.go-e(Snbur^i.cojjk ■ 

Dutch National Ballet Adagio 
Hammerklavier, Sarcasms, 
Twffight and Live - by Hans van 
Manen; Edinburgh Festivar : 
Theatre; Aug 29, 30 

OPERA 


Edinburgh Intern a tional Festival 
Tel: 44-131-473 2000 
www. go- Edinburgh. co.uk 
Don Carlos: by Verdi. The Royal 
Opera in Luc Bondy's 
production, with sets by Gifies 
Aiflaud and costumes by Moidele 
BickeL The conductor is Bernard 
Haitink and foe cast includes 
Karita Manila and Thomas 
Hampson; Edinburgh Festival 
Theatre; Aug 28 

THEATRE 

Ecflnburgh International Festival 
Tet 44-131-473 2000 
www.go-edinburgh. co.uk 

Life is a Dream: by Calderon, In a 
translation by John Clifford. 

Royal Lyceum Theatre Company 
production directed and 
designed by CaBxto Bierto; Royal 
Lyceum Theatre; Aug 28, 29 


LISBON 

FESTIVAL 

Expo *98, May 22-Sep 30 
Dive into the Future: foes ■ 
performing arts festival comes 
under the Expo umbrella and 
indudes the premiere of a new 
work by Alan Ptatel; to Aug 31 


LONDON 

CONCERT 

. BBC Proms. Royal Albert Hall 

Tel: 44-171-589 8212 
Berlin Philharmonic Orchestra: 
conducted by Claudio Abbado in 
works by Wolfgang Rihm, 
Schumann and Brahms. With 
piano soloist Maria Joao Peres; 
Aug 28 

OPERA 


BBC Proms, Royal Albert Hall 
Tel: 44-171-589 8212 
Simon Boccanegra; by Verdi. 
Semi-staged, Glyndeboume 
Festival Opera production 
conducted by Mark Oder with 
foe London Philharmonic 
Orchestra and soprano Elena 
Prokina; Aug 29 


LUCERNE 

CONCERTS 

International Festival of Music 
Tet 41-41-226 4400 
www.LucemeMustc.ch/ 

• Bayreuth Festival Orchestra 
and Choir conducted by Jones 
Levine in a concert performance 
Of tots 2 and 3 of Die 
GfltterdSmmerung; Aug 30 

• Bayreuth Festival Orchestra 
and Choir, conducted by Daniel 
Barenboim m a concert 
performance of Act 3 of Die 
Meistersinger von NGmberg; 

Aug 31 • 

• St Petersburg Philharmonic 
Orchestra: conducted by Yuri 
Temirkanov in works tv 
Rimsky- Korsakov, Prokofiev, 
Stravinsky and Ravel. With violin 
soloist Dimitri Sitkovetsky, 

Aug 28 


NEW YORK . 

EXHIBITION 

Pierpont Morgan Library 
Tel: 7-272-685 DOGS 
a.kJL Lewis CanPIl: display of 
memorabilia marking the 
centenary of foe death of Charles 
L Dodgson (1832-1898). 
mathematician, photographer, 
but best known as the author of 
Alice in Wonderland; to 


Aug 30 


PARJS 

EXHIBITION 
Jeu de Paume 

Tel: 33-1-4703 1250 
In defiance of painting: “Je ne 
perns pas, je clotie mes 
tableaux', wrote Kurt Schwitters. 1 
This century has seen many 
artists forsake their brushes in 
favour of a variety of other 
implements. Bum. Fontana and 
Arman are some of foe artists 
represented In this exhibition, 
which proposes to explore this 
dimension of painting; to Aug 30 


SALZBURG 

OPERA 

Salzburg Festival 
Tel: 43-662-844501 

• Le Nozze de Figaro: by 

Mozart Conducted by Sir 
Charles Mackerras in a revival of 
Luc Bondy's staging, directed by 
Joel Lauwers. With the Vienna 
Philharmonic and Opera. Cast 
indudes Dwayne Croft and 
Barbara Frrttoli; Kletnes 
■festspiethaus; Aug 29 } 

• Saint Francois d’Assise: by 
Messiaen. Conducted by Kent 
Nagano in a staging by Peter 
Sellars. With the Halle Orchestra 
and Schoenberg Choir, and a 
cast including Jos6 van Dam and 
Dawn Upshaw: Feteenreatschule; 
Aug 28, 30 

THEATRE 
Salzburg Festival 

Tel: 43-662-844501 
Geometry of Miracles: by Robert 
Lepage. Performance based on 


the fife and work of the architect 
Frank Uoyd Wright. 
Co-production with Ex Machine, 
Quebec, and EXPO 1998 Lisbon; 
Pemer Insel; Aug 28, 29 


SANTA FE 

OPERA 

Santa Fe Opera 
Tel: 1-505-986 5900 
www^antafeopera.org 

• Madama Butterfly: by Puccini. 
John Crosby conducts a 
production directed by John 
Copley; Aug 29 

• The Magic Flute: by Mozart. 
New production by Jonathan 
Miller, with sets by Roni Toren 
and costumes by Judy Levin. 
Cast includes Sheri Greenawald; 
Aug 28 


SCHLESWIG- 

HOLSTEIN 

CONCERT 

Schleswig-Holstein Music 

Festi val 

Tel: 49-431-567 080 
NDR-Sinfonleorchester 
conducted by Christoph 
Eschenbach in Mahler’s 
Symphony No. 2. With foe ■ 
NDR-Chor and Chor des 
Bayerischen Rundfunks; Lubeck, 
Musik- und KongresshaDe; 

Aug 29, 30 


TOKYO 

CONCERT 

Suntory Hall 

Tel: 81-3-3584 9999 

New Japan Philharmonic: 

conducted by Kazuhiko Komatsu 


in a programme of new works by 
composers including Gondai; 

Aug 29 


VERONA 

OPERA 

Arena di Verona 
Teh 39-045-800 5151 
wwwjuena.it 

• Tosca* by PuccinL New 
production by Giuliano Montaido. 
The conductor is Angelo 
Campon; Aug 28 

• Un Ballo in Maschera: by 
Verdi. New production by 

GiuBano Montaido. Conducted by 
Daniel Oran; Aug 29 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio tor 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

0&30: Morteyfine with Lou Dobbs 
13.30: Business Asia 
1&3& World Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports: 
05:07; 08:07: 07.-07; 0820; 0920; 
1020; 11:20: 1132; 1220; 13:20; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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COMMENT & ANALYSIS 
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director Michel Camdessus, Helmut Kohl, Lenin, and sacked prime minister Sergei Kirryenka 


An*ewJ 


PERSONA L VIEW DA VID J. ROTHKOPF 

Gravity and the 
global economy 

The US must not retreat into protectionism if it is to maintain 
its influence during the coming world recession 



tot 


A s Russia’s finan- 
cial markets spi- 
ral out of control 
and the country 
peeks over the brink of an 
economic abyss, the eternal 
Russian question is being 
asked in Moscow. Who is to 
blame? 

The same question is 
reverberating around other 
world capitals as well. In 
Washington, where the 
international Monetary 
Fund and the US Treasury 
have been instrumental in 
shaping Russia's economic 
policy, the whisper is 
already being heard: Who 
lost Russia? 

Blame is not in short sup- 
ply. Currency “speculators” 
of course come in for criti- 
cism. As Stanley Fischer, the 
IMF’S first deputy manag ing 
director, remarked: “I am 
convinced that we could 
have pulled it off this time if 
it had not been George Soros 
and his call for devaluation.” 

Some say the west was 
wrong all along in support- 
ing Russia, leading to unre- 
alistic expectations and 
distorted policies. Doug 
Bereuter, a Republican Con- 
gressman from Nebraska, 
argues that “the Clinton 
administration has viewed 
Russia through an unrealis- 
tically optimistic and faulty 
prism. The administration 
has . . . therefore been unable 
to shift scenarios, policies or 
programmes.” 

At the other end of the 
spectrum are those who say 
the west was not supportive 
enough. They argue that the 
Group of Seven large econo- 
mies and the IMF made a 
historic mistake when they 
turned turned down Russia's 
for extra help just 


Who lost Russia? 

John Thornhill says the finger is being pointed at everyone 
from speculators to the country's bright young reformers 




before it devalued the rou- 
ble. “It was clear to me," 
said Mr Fischer “that the sit- 
uation became untenable 
after the G7 did not hurry to 
help." 

Supporters of more aid say 
that, expensive though it 
might have been, the cost of 
dealing with an unstable 
Russia could be much 
higher. Had it not been for 
the German election, some 
argue, Helmut Kohl, the 
chancellor, would have been 
more active In helping. 

But most western policy- 
makers reject criticism of 
the GTs role, tone senior US 
official argues that “the 
international community 
four weeks ago committed a 
S22bn programme of support 
for Russia, and I think their 
judgment was that the roots 
of Russia's problem lay in 
questions about Russia’s pol- 
icy execution." 

In other words, the failure 
of July 1998 lay at Russia's 
door, not at that of the inter- 
national community. The 
IMF could not give more 
money because Russia was 
breaching conditions laid 
down in its programme. Par- 
liament had failed to pass 
tax reforms essential to 
improving the budget 

So who inside Russia was 
to blame? And how did 
everything come to unravel? 

Much blame must accrue 
to the young reformers - 
both in die Kiriyenko gov- 
ernment and before - who 


did not understand the com- 
plexity of their task. Their 
critics say that the “sado- 
monetarlst" policies they 
pursued were inappropriate 
for Russian conditions and 
felled to create credible mar- 
ket institutions. 

The reformers' basic idea 
was that, once the bulk of 
the country's industrial 
enterprises bad been priva- 
tised, the trade regime liber- 
alised, and macroeconomic 
stability achieved, growth 
would automatically follow, 
just as it had in Poland, 
Hungary and the Czech 
Republic. The reformers had 
seen their future in eastern 
Europe - and it worked. 

Global capital markets 
bought into their vision. The 
value of Russian share 
prices doubled in 1996 and 
again in 1997. And maybe, If 
the ofi price had stayed at- 
$20 a barrel and the Asian 
crisis had never happened, 
Russia would have followed 
the benign path mapped out 
for it by the reformers. 

But that did not happen. It 
has become dear that, while 
the reformers' model may 
have been valid for part of 
the economy, it did not cap- 
ture the whole picture. The 
legacy of 74 years of Commu- 
nist rule meant that large 
swathes of the economy 
were seemingly immune to 
market disciplines. 

“Privatised” companies 
continued to be ran like 
Soviet-era quasi-ministries. 


subtracting rather than 
adding value to their inputs. 
They; failed to pay either 
taxes or their workers' 
wages: Loss-making indus- 
tries reverted to barter 
trade, plunging workers into 
a largely non-cash economy. 

Russians knew it was not 
working. More dollars circu- 
lated than roubles. And as 
$58bn of foreign capital 
flowed into the country 
between 1994 and 1997, at 
least $66bn of flight capital 
headed the other way. 

Moreover, It became 
increasingly clear that the' 
real influence over the econ- 
omy was not being wielded 
by formal institutions, such 
as the ministry of finanna or 
the central bank. Instead, 
informal relationships 
between money and power 
took precedence, with some 
state organs virtually “priva- 
tised” by big business. Some 
observers blame not the 
reformers, but rather the 
pernicious influence of these 
business interests for the 
failure of Russia's transition 
to a Auctioning market 
economy. 

These economic and politi- 
cal deformities remained 
hidden under the garb , of a 
quasi-market system. But 
that has ended. They have 
now been cruelly exposed by 
the felling oil price and the 
reverberations from Asia. 
The rouble was devalued. 

In one sense, it is easy to 
see why it came to this. 


i© 

INSTITUTE OF DIRECTORS 


Are you a 
director of a 
business P 

ASK YOURSELF THE FOLLOWING QUESTIONS: 

ft Do you want your needs to be represented to Government by an 
influential organisation? 

I Do you need free business information and advice frbm experts? 

ft Would you benefit from meeting and entertaining clients in prestigious 
surroundings in central London? \ 

I Would you like to meet regularly with fellow directors, from all industries? 

ft Would you use a business travel service offering competitive rates, 
free access to 15 VIP airport lounges in the UK or significant discounts 
at Hilton Hotels worldwide? 

ft Would you benefit from a comprehensive professional development 
resource offering leading-edge courses, conferences and publications? 

ft Should you be aware of, and insured against, your liabilities as a director? 

ft Could you make use of an exclusive package of products and 
services including a Visa Gold Card with no annual fee, preferential 
rates on personal loans and many more? 

IF THE ANSWER TO ANY OF THESE QUESTIONS IS YES... 

You would benefit from membership 
of the Institute of Directors. 

If you are a director, partner, sole proprietor or company secretary 

and would like more information about membership of the Institute of 
Directors, call the Membership Development Department on 

0171 766 8888 
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Although Russia was- run- 
ning ' an extremely . tight 
monetary policy, it had' an 
unsustalnably loose fiscal 
regime. Between 1894 and 
1997, fiscal deficits totalled 
$108bn, financed by an 
unsustainable py rami d o£ 
domestic debt. 

Clifford Gaddy, fellow at 
the Brookings Institution, 
the Washington-based think- 
tank, argues that the reform- 
ers’ efforts were largely 
futile. They were, he says, 
based on a fundamentally 
flawed understanding of how 
the economy worked. 

“I think the IMF pro- 
gramme was doomed tofefl,” 
says Mr Gaddy. “The way 
the system now conceals the 
reality of cost almost as weQ 
as the Soviet system fid is 
the fundamental prob- 
lem . . . There should be a 
great deal more honesty 
about what can he done on 
the basis of reality not an 
the pretence that Russia is 
well on the way to becoming 
a market economy.” 

Many Russians, quick to 
blame, are slow to face up to 
this reality. They still think 
of themselves as living fn a 
superpower. 

The truth is a little differ- 
ent. Russia's credit rating is 
below Indonesia's. The size 
of its economy is smaller 
than Switzerland’s. And its 
stock market is worth less 
than the UK water industry. 
It is a low base from which 
to build anew. 

•Beyond a bail-out: Tune to 
face reality about Russia’s 
“ virtual economy Clifford 
Gaddy and Barry Ickes. 
Available on the Brookings 
Institution web site. 
www.brook.edu ■ 


he world is enter- 
ing a period o f eco - 
no mic downturn. 
The first signs of 
I- trouble came as Asia 
endured its initial shocks 
yeso:. These were just 
tremors. Greater upheavals 
___yet be on the way. 
Japan, the weakest big 
link- in the global economy, 
has shown no inclination to 
undertake the type of struc- 
tural reform needed. The 
results of the recent govern- 
ment change are not encour- 
aging; Japan's newest prime 
minister epitomises a system 
that promotes blandness and 
penalises creativity, the 
opposite of the leadership 
qualities now demanded. 
The yen has resumed its fell 
and new lows are likely. 

Were the yen to hit about 
169 to. the dollar, neighbour- 
ing economies would be 
forced to respond. China, 
which has begun to cut back 
growth forecasts to as low as 
4 or 5 per cent for 1998, 
might well be forced to 
devalue by the first quarter 
of next year. 

Tins would put great pres- 
sure on Asia’s other export- 
ers. Indonesia, which has not 
resolved its political suedes- - 
sion, would be hit hard. 
South Korea, Thailand and 
Malaysia, each struggling 
with capital shortages and 
lingering structural prob- 
lems, would also be dam- 
aged. The result; a second 
phase to the Aria crisis that 
could said the region into a 
prolonged slump. 

In Russia, where the eco- 
nomic crisis gets worse by 
the day. a finnrtrini problem 
could turn into a security 
problem given the country’s 
nationalistic and 

its . stockpile of nuclear 
Weapons. Even if it does not, 
Russia’s financial meltdown 
may spark another round of 
jitters among emerging 
markets investors. 

Brazil, in particular, is vul- 
nerable to each uneasiness. 

1th fiscal and trade deficits 
worry even those 


comforted by recent reforms 
and fairly solid reserves, the 
country is .in the midst of a 
presidential' campaign, in 
which a leftist labour leader 
is closely chal l en g ing the 
reformist president Even if 
the former loses - as he 
probably will - a tight race 
will make it tougher for the 


rich and exacerbated income 
inequities. 

Market downturns need 
not be all bad news. As 
Asian countries scramble for 
limited capital they will 
need to take steps to make 
themselves more attractive 
to the capital markets. This 
could finally promote the 


i^dent'to implement pdUt-. kind of fund *“® nt *i 
ically unpopular adjust- restructuring Japanese and 


meats. Concern over Brazil 
would place heavy pressure 
on other T-atfn economies, 
notably Argentina. 

In the US. despite the 
robustness* of the economy 
during; the past several 
years, there are worrying 
signs - ffom falling eco- 
nomic indicators to the 
recent decline on Wall 
Street. Economic problems 
elsewhere in the world are 
likely „ to cause unprece- 
dented US trade deficits, 
prompting protectionist pres- 
sures that will only make 
matters worse for the US 
and all its trading partners. 

But perhaps the most 
unsettling signs are anec- 
dotal. -When the nation's 
leading investment bankers 
at Goldman Sachs deride it 
is Hiwe to bring their firm 
public, you know you have 
hit a market high. Sell is the 
m ess age, and tt will reintrod- 
uce American investors to 
the laws of gravity. 

' ' If a slump came, its conse- 
quences would be great 
Indeed. The “enlightened” 
policies ■ that have driven 
worldwide reform for a 
decade would be in jeopardy. 
It is .one thing to promote 
fiscal responsibility and free 
markets when growth is the 
norm. But in a recession, 
this so-called “Washington 
consensus" is a much 
tougher sell 

In . Latin America, there 
would '.be new pressures on 
political leaders to take pop- 
ulist steps to ease social dis- 
comfort. . Elections would 
become referendums on glo- 
balisation. Populists would 
argue that market reforms 
had merely benefited the 


Korean politicians have 
resisted. It could also Isa d to 

greater global integration 
and reduced tension. 

On the other hand, an 
international slump could 
lead to the kind of instability 
that breeds social frustration 
and regional conflict In a 
world where weapons or 
.mass destruction are prolif- 
erating so rapidly, that is no 
small matter. 

The US will be buffeted by 
all these forces. Isolation 
and protection will be 
fuelled by the inflammatory 
rhetoric of trade hawks and 
other political opportunists. 
Should the US begin to with- 
draw into its shell it would 
be harder for proponents of 
its economic and political 
' values to convince others. 
US economic Influence may 
once again be superseded by 
its military and political 
influence. 

International policy- 
makers in the US and else- 
where must rise to the chal- 
lenge of this new situation. 
The most important way in 
which they can do this is to 
help hold the line on exist- 
ing reforms by maintaining 
a strong International Mone- 
tary Fund. More generally, 
they can lead efforts to pro- 
mote social equity without 
needlessly sacrificing market 
discipline. Only in this way 
can tiie US help consolidate 
the advances of the past 
decade, and maintain secu- 
rity and prosperity In the 
post-cold war era. 

The author is president of the 
Newmarket Company and a 
farmer official in the Clinton 
administration 


LETTERS TO THE EDITOR 

Singular position of a far from vulnerable Brazil 


From Mr R. A. Barbosa. 

Sir, Your editorial “Latin 
contagion" , (August 25), and 
the previous day's Lex com- 
ment, “Divided continent”, 
suggest that Brazil reveals a 
lack of “strong fundamen- 
tals" to contrast with three 
other Latin American econo- 
mies, and is the second most 
vulnerable in the region. - 

I think this is not a 
well-founded opinion and it 
mfoiearifi the reader. 

The fundamentals of Bra- 
zil are right. The govern- 
ment is in command of.the 
situation with a strong com- 


mitment to stability, fiscal 
transparency, sustained 
growth and openness - prin- 
ciples that have been kept 
steadily firm since 1994 and 
that, regardless of the inter- 
national financial crisis, 
have been confirmed by 
successful p ri vatisations and 
other growing business 
opportunities. 

.The alleged vulnerability 
of Brazil cannot be simply 
tested by its performance on 
the fiscal side, especially in 
the present conjuncture, in 
which the aggravation of the 
“deficit problem" results 


from the determination of 
the authorities to protect the 
real and thus contribute to 
the prevention of further 
international contagion, it 
has to be contested by com- 
prehensive criteria. Far from 
being vulnerable -like other 
economies- in Latin America 
and other regions, including 
a few developed countries, 
Br azil has the sin gular posi- 
tion among emerging mar- 
kets of having a set of posi- 
tive elements: increasingly 
sustained inflow of foreign 
direct investment, large 
International reserves, diver- 


sified exports, marginal 
exposure to trade fluctua- 
tions. an impressive domes- 
tic market and a restruc- 
tured financial sector, 
besides an overall political 
and economic stability. 

Some of these features are 
correctly addressed in your 
editorial. But the distinction 
Lex suggests misses entirely 
the complexity of the issue. 

Rubens Antonio Barbosa, 
Brazilian ambassador, 
Brazilian Embassy, 

32 Green Street, 

London W1Y 4AT 


World badly needs Japanese reflation 


From Mr Richard 
McCormack. 

Sir, After* briefly surfacing 
in June, public discussion of 
capital controls in Japan has 
ceased. This may be a mis- 
take. 

The world badly needs a 
Japanese reflation- It does 
not need a new round of cur- 
rency devaluations, which 
an increased printing of 
money by the Japanese Cen- 
tral .Bank would otherwise 
trigger in the absence of cap- 
ital controls in some form. 

The precipitous decline in 
the value of the yen has 
been slowed down in recent 
days for two reasons: the 
Ministry of Finance has 
threatened a new round of 
currency interventions, and 


financial markets are 
waiting for the details of the 
policy package being pre- 
pared by the government of 
Japan to deal with the multi- 
ple pathologies in the Japa- 
nese economy. 

If this package is a disap- 
pointment, no amount of 
talk of intervention will 
delay a new round of yen 
weakness beyond a week or 
two. And even actual inter- 
vention will hold only oh a 
day-to-day basis, in the 
absence of action dealing 
with the fundamental prob- 
lems causing the currency 
outflows. 

A variable tax on capital 
outflows, sufficient to permit 
the Japanese government to 
manage its currency and 


keep the bulk of the newly 
printed money operating 
Inside the Japanese economy 
to reflate it, needs to be a 
live policy option. And 
action on the Japanese econ- 
omy’s problems is urgently 
heeded, not least because 
other financial markets are 
becoming nervous as the 
problems in one country 
spin over into others. 

It is much easier to put a 
finger on a pinhole in a 
balloon than to have to 
reflate the balloon once it 
has collapsed. 

Richard McCormack, 

US. undersecretary of state 
for economic affairs 1989-91, 
1601 Walden Drive, 

McLean, YA22101, US 


Modernised ACC planning further, expansion 


From Mr P. K Sinor. 

' Sir. With reference to your 
report “Consolidation firms 
Up in Indian cement” (July 
9), may I make the following 
points. 

Between 1991 and 1998, 
ACC undertook a compre- 
hensive business transforma- 
tion exercise involving Its 
principal businesses. This 
entailed investment of more 
than RslSbn, primarily to 
achieve modernisation and 
capacity expansion, an 
upgrade of plant/pro- 
cess/technology; better effi- 
ciencies in power/fuel con- 
sumption and manpower 
usage: and higher standards 


ta flh xH m’nmont' mnnnggrrwit 

and pollution control. 

Today, more than 95 per 
cent of ACCs wet process 
units have been converted to 
modem dry/semi-dry plants. 
While achieving significant 
improvements in manpower 
productivity, as measured by 
man hours /tonne, ACC baa 
adopted- the most - advanced 
TPM/TQM and benchmark- 
ing practices. 

Further expansion plans 
envisage additional expendi- 
ture of RST.Obn to meet 
expected Increase d demand 
by 2001-02 -.by which time. 
ACC’s installed cement 
capacity is projected at- 15 m 


tonnes a year. ACC has sev- 
eral product innovations to 
its credit and has leveraged 
its brand equity. It has 
acquired ISO 9002 quality 
certification, for most of its 
works and ISO 14001 envi- 
ronmental management 
systems certification for two 
of its works. All these initia- 
tives will . substantially 
rraiuce costs., 

P.K. Sinor, 

The Associated Cement 
Companies, 

Cement House, 

121 Maharsbi Kara Road, 
Mumbai-400 020, 

India 


Bring existing 
law to bear 
on terrorists 

Prom Mr James R. Adams. 

Sir, The decision by Tony 
Blair, the UK prime minis- 
ter, to recall parliament will 
certainly satisfy some 
people's desire for tough 
action against terrorists. 
However, my own desire is 
not for new legislation, but 
the application of that which 
already exists. 

It is totally beyond my 
comprehension that, on the 
day following the Omagh 
atrocity, or. if not then, on 
the day when the terrorists 
admitted responsibility, they 
and their families (as sus- 
pected accessories before 
and/or after the event) were 
not arrested for questioning. 
We are told that the num- 
bers are small (70-100). and 
that the individuals con- 
cerned are known to the pop- 
ulation in general. 

If these people were firmly 
but correctly questioned as 
to their movements over the 
previous month, it seems 
highly likely that some use- 
ful leads would emerge I 
appreciate that the respoiist- 
Wlity for this would He prin- 
mpaBy with Bertie Ahem, 
the Irish prime minister, but 
Iheard no reports of the 
British government trying to 
Persuade him to that couree 
of action. 

James R. Adams, 

1 Bddtewood Onetns Roaa. 
WeybrWge, Surrey, UK 
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(^hgrinp today at Jackson Role, 
courtesy of the Kansas Federal 
Reserve, the world's top mone- 
tary officials are meant to bedis- 
rnwHng global income inequality. 
It will be no surprise if the chat- 
ter is of global crisis. But what 
should central bankers do? 

At present, Japan and Europe 
■ segni - or unwilling - to 

do very much. Japan’s frnanria] 
crisis has crippled its banks and 
mesmerised its politicians and 
bureaucrats. The needed aggres- 
sive fiscal and monetary policy is 
unlikely to be forthcoming. Simi- 
larly. despite the collapse of 
Russia, European policymakers 
are unable to drag their attention 
away from the launch of the 
euro. Whether they will sustain 
the needed growth- in demand is 
disturbingly uncertain. 

AH eyes wiD thus be on Alan 
Greenspan, chairman of the 
Federal Reserve. Last month he 
gave a dear warning on inflation. 
Now the balance of risks appears 
to be changing. The Dow Jones 
Industrial Average has fallen 
sharply since Mr Greenspan’s 
testimony on July 21. Growth 
slowed In the second quarter 
from its unsustainable pace at 
the start of the year. Inflation 
remains nowhere to be seen, even 
though unemployment is at a 
level that used to be associated 
with rising prices and wage 
growth is picking up. 

Last week the Federal Open 
Market Committee left interest 
rates unchanged. But the grow- 
ing international uncertainty 


must now shift the bias from 
tigh t e n i n g towards- a more neu- 
tral stance. The Fed's legal man- 
date is to maintain price stability 
and full employment in the US 
economy. But the FOMC should 
he Increasingly concerned about 
the impact of -the global drfari*. 
Not cady to international trou- 
bles teed into Um; ecouomy.US 
inte rest rates have a major 
impact an rates in other coun- 
tries and. so on currencies, stock 
markets and world output. 

The central question is 
whether the economy will dow 
enough to keep inflation in 
check, but not so ranch as to 
choke the motor of US demand 


The Fed forecasts growth falling 
from 3-3% per cent this year to 
2-2% per cent in 1999. That would 
probably do the trick, taking the 
heat out of the economy without 
further mon etary intervention. 
Any change in interest rates 
seems some tri ne off. 

In considering whether and 
how to change, the Fed wfll have 
to examine both the prospects for 
the US economy and Inter- 
national developments. Interna- 
tiona] risks may even begin to 
outweigh domestic concerns. 
Should the Japanese start pursu- 
ing a more 'expansionary mone- 
tary policy, thereby weakening 
the yen, it may make sense for 
the Fed to ease also, to limit the 
yen's depredation. The Fed is the 
most important central hank in 
the world. At this increasingly 
critical juncture, it. win have to 
act accordingly. 
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The resignation of Scott Bitter 
from the United Nations inspec- 
tion team in Iraq suggests the 
west is approaching a. dangerous 
impasse In its efforts to eradicate 
weapons of mass destruction. Mr 
Ritter, a framer US Marine Corps 
captain who has led many 
missions into Iraq, accompanied 
bis .resignation with -a scathing 
condemnation of the UN Security 
Council - and by implication of 
the US - for being “no longer 
wising or capable of implement-, 
ing its own security law”. 

This followed President Sad- 
dam Hussein's latest move in his 
grisly game of hide and seek with 
the UN Special Commission 
(UnscomJ. On August 5 he .oDce 
again refused to co-operate with 
the inspectors, on the spurious 
grounds that the whole operation 
needed to be re-organised. He 
calculates correctly that many in 
the west, as well as in the Arab 
world, are becoming increasingly 
alarmed by the plight of the 
Iraqi people resulting from UN 
sanctions. - and his own. 
manoenvrihgs. 

Now Mr Bitter's resignation 
hands him a double propaganda 
advantage. First, because the dic- 
tator had campaigned for his 
removal as a “spy” (but really, no 
doubt because he was effective 
and determined). More important 
Mr Bitter is showing up a genu- 
ine weakness when he accuses 
the UN of “abrogating its most 
basic responsibilities”. His 


rhetoric goes too ter. But it is 
dear that more must be done to 
enforce the inspection pro- 
gramme, and that western pow- 
ers are divided as to what action 
should be taken. 

Earlier thfa year the US threat- 
ened to destroy -suspected Iraqi 
sites with missiles. Kit Its recent 
attack on a pharmaceuticals fac- 
tory hi Sudan baa done nothing 
to encourage support for such a 
policy. The US may have had 
plausible evidence that the Khar- 
toum factory was making a com- 
ponent for chemical weapons. 
But it does not seem to have 
shared the data with its allies. 
Consequently, there are now 
widespread doubts that it hit the 
right target 
If the US hopes to make credi- 
ble threats of a strike against 
Iraq in future, it must as a mini- 
mum its allies much more 
Into its confidence. But missile 
strikes can only be a very last 
resort, as there is little evidence 
they are very effective in destroy- 
ing such weapons. - 
Analysis by French experts of 
claims that Iraq b»a armed weap- 
ons with lethal gas may harden 
world opinion next month before 
the next review of the sanctions 
regime. If so. very tough condi- 
tions might be imposed for a fur- 
ther limited lifting of sanctions. 
No one should be optimistic that 
Mr Saddam would comply, but 
the options short of a bloodbath 
are sadly limited- 


Meltdown 


Martin Wolf, John Thornhill and Stephen Fidler ask whether anything can be done 

to stop Russia sliding into the abyss 


H OW bad is Russia’s 
economic plight? How 
much worse might it 
get? What, if any- 
thing. can be done to alleviate 
the disaster? For many foreign 
tenders to Russia, the question is 
academic: they have already lost 
their shirts. But for Russians and 
others^ these concerns, are ter 
from theoretical. They are of 
great and Immediate importance. 

Unfortunately, the answers are 
both simple and depressing: Rus- 
sia’s economic plight is bad, and 
wflT become, woree. The govern- 
ment has defaulted. Trading in 
the rouble has been suspended 

for three days running. Prices are 
already be ginning to rise. And a' 
run cm the banks has begun. 

As if that were not enough, the 
pervasive stupidity and corrup- 
tion at home, and the equally 
obvious, complacency abroad, 
suggests that the dunces of any- 
thing effective being done to 
the slSSe are minimal 
Id the battle within Baris Yelt- 
sin’s government between genu-' 
ine reformers and rapacious 
asset-strippers, the latter have 
won. It is this victory that will, 
inevitably, determine the shape 
of Russia's economic future. 

Ultimately, Russia was unable 
to avoid default because its gov- 
ernment had teiled over many 
years either to pursue market- 
oriented reforms consistently or 
establish its fiscal credibility. 
The gove r nment of Sergei Kiri- 
yenko, appointed so abruptly by 
Mr Yeitain. was a last bold effort 
to achieve what had so long been 
missing. It needed five years. It 
was given five months. 

The underlying crisis was in 
the public finances. The federal 
government's revenue was 11.5 
per cent of gross domestic prod- 
uct in 1996, 12.0 per cent in 1997 
and only 109 per cent in the first 
quarter of 1998- Yet its spending 
in these periods was ter higher. 
19.4 percent, 19 per cent and 15^ 
per cent of GDP respectively. 

The problem was partly the 
result of the interest burden. 
This amounted to 5.7 per cent of 
GDP in 1996. 4J5 per cent in 1997 
and 5 per cent in the first quarter 
of 1998, largely because of the 
very high interest rates on rouble 
borrowing imposed to drive down 
inflation. But the primary budget 
(ie, before interest payments) was 
in deficit, as well, to the tune of 
22 percent of GDP in 1996 and 
18 par cent in 1907. 

The government's options fra: 
ftr an ring hs deficit were strictly 




alaysia’s turn 
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With Its low foreign debt. 
Malaysia seemed sheltered from 
the. worst- ravages of the Asian 
economic crisis. Yesterday 
brought news showing the oppo- 
site is true. Its economy con- 
tracted at a year-on-year rate of 
nearly 7 per cent in the second 
quarter, prompting fears that a 
Malaysian crisis could yet inten- 
sify the region’s problems. 

The authorities’ response to 
the downturn thus far flies in the 
face of advice . given by the Inter- 
national Monetary Fund to other 
countries in difficulty. Malaysia 
cut interest - rates and added 
liquidity to the banking system. 

Such an approach is easier 
when there is no pressing exter- 
nal payments problem. Malaysia, 
can also claim, with some justifi- 
cation, that the IMF's initial pre- 
scriptions for Asia were too 
restrictive. But liquidity injec- 
tions ran be only part of the solu- 
tion, and the easiest one to boot 

The risk of a loose money 
regime is that it will simply 
encourage capital to flow abroad 
in search of higher returns. If it 
is to lay the foundations of recov- 
ery, Malaysia must finally come 
to terms with the rot in its corpo- 
rate and banking sectors, so that 
credit can again flow freely to 
sound companies. This means 
realising losses in the banking 
system and closing down compa- 
nies which are bankrupt, how- 
ever influential their owners. - 

Malaysia's approach to the 


downturn has smacked ter too 
much of a desire to protect its 
elite, whatever the broader cost 
From the early days it was slow 
to rein in credit expansion. Sub- 
sequently came a succession of 
ID-disguised and til-concetved 
rescue operations for i n flu ent i a l 
companies to difficulty. 

Mahathir Mo hamad, Malaysia’s 
prime minister, has reason to 
complain about the destructive 
effects of international specula- 
tors. Dr Mahathir also has some 
significant economic achieve- 
ments to his credit. StiH a large 
part of the present, problems are 
of his government’s own making. 

The dang er now is that they 
will be handled with an eye to 
domestic politics rather than the 
real needs of the country. 
Already the recession has pro- 
duced political strains, as is evi- 
dent from the sidelining of 
Anwar Ibrahim, finance minister,: 
and the removal of critical news- 
paper editors. • 

Whipping up popular senti- 
ment against speculators or 
neighbouring Singapore is no 
real palliative. If Dr Mahathir 
wishes to be remembered as a 
statesman who recognised and 
fixed problems,, he will bite the 
adjustment bullet. If he prefers to 
deny responsibility and cast 

blame elsewhere, he is more 
likely to end up stinking off in 
ignominy, having destroyed toe 
vision he hims elf created for his 
country- 


limited. If.it was .not to print 
money. It had to roll over 
short-term debt and borrow 
more, in tha first half of 1998 it 
did cut toe primary deficit, to 0.4 
per cent of GDP- But this was 
achieved by c utti ng spending, not 
raising revenue. The government 
alto defaulted, albeit to its 
employees and suppliers by not 
paying- wages. 

- The orthodox solution would 
have been tax reform and 
improved tax collection, creating 
an enduring primary budget sur- 
plus and cutting interest rates 
from toe 50-150 per cent of recent 
months. But the ten of toe Kiri-, 
yenko government marked the 
tenure of that attempt Instead. 
Russia has chosen (or been com- 
pelled) to devalue mid fofarcilt 
In -principle, this might possi- 
bly help. Given' that debt service 
is so large a part of government 
spending, default could lessen 
the government’s public-finance 
burden and allow it to dose the 
gap without an opeueaded resort 
to the printing press. In practice, 
however, that is unlikely 


to happen because: 

• the government is far from 
achieving a reliable primary bal- 
ance; 

t the financial oligarchy expects 
money to be printed to save Its 
banks; 

• the crisis of confidence in the 
rouble has been seriously exacer- 
bated. 

Consider each of the three tec- 
tors. first, the political forces 
behind the new government - a 
malign mixture of populist politi- 
cians . and plutocrats - are 
Opposed to improved tax collec- 
tion and tax reform. Once infla- 
tion takes off, lags In collection 
are almost certain to reduce real 
tax receipts. Meanwhile, output 
stagnant in 199698, is likely to 
start declining’ again, as confi- 
dence deteriorates, 

The only part of the recent pol- 
icy reversals that could help toe 
public finances Is devaluation. 
While that is unlikely to have 
much of a beneficial effect on 
output, it could, again in theory, 
allow greater taxation of com- 
modity exports, whose prices will 
jump in rouble terms. Whether it 
will, in practice, with Victor 
Gberoamyrdin, as u prime minis- 
ter for Gazprom’’, is another mat- 
ter. 

Meanwhile, the basis for any 
political deal is likely to be a 
promise to pay wage arrears. 
Thus, the great likelihood is that 
the attempts to achieve a 
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primary surplus sufficient to 
cover the reduced interest bur- 
den will be abandoned. Indeed, 
this must be one of the "•»><" 
“benefits” to the opposition 
forces of disposing of poor Mr 
Kiriyenko. 

Second, the plight of toe banks 
adds to toe likelihood that there 
will be greater use of toe printing 
press. Many of Russia's banks 
had speculated in toe market for 
the government’s short-term rou- 

The prognosis 
for Russia is 
dire. A miracle 
will now be needed 
to change it 


ble liabilities by borrowing 
dollars. They had also made large 
commitments in the forward 
market for foreign exchange. As 
a result, most are now bankrupt 

Many observers assume that 
the reason the Kiriyenko govern- 
ment was dismissed was that he 
refused to bail out these banks, 
most of which are of negligible 
economic significance. 

So now, it is assumed they will 
be bailed out And that is just 
what seems to be happening 
judging by the increased supply 


of central hank funds that, in 
turn, explains the collapse of the 
rouble over the past few days. As 
Credit Suisse First Boston 
remarks with pardonable asper- 
ity: “The current outcome is 
looking more and more as though 
the $10bn saved through the debt 
restructuring is simply being 
plundered by the banking system 
and fleeing the country.” 

That is hardly surprising. Plun- 
der is what the new Russian com- 
mercial elite understands. 

Third, this bail-out of the own- 
ers of the banks and the use of 
the funds to buy dollars is a 
Symptom of a wider malaise. 
Over the 1994-97 period, argues 
CSFB, capital flight from the rou- 
ble has been some S66bru More- 
over, despite the apparent suc- 
cess of the authorities in 
stabilising prices, the country 
remains drastically undermone- 
tised. Russia's ratio of broad cur- 
rency to GDP is a third of that in 
emerging countries in Latin 
America and eastern Euppe. 

So what can be done now? 
Anders Aslund of the Carnegie 
Endowment in Washington, 
argues that the nearest parallel 
to toe current political and eco- 
nomic chaos in Russia is that of 
Bulgaria more than two years 
'ago. There, a financial panic and 
mistaken economic policies led to 
600 per cent inflation, two consec- 
utive annual fan* in gross domes- 
tic product of 10 per cent a year. 
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General alert 
in Ankara 

Turkey's military has kept the 
politicians on a short leash for 
decades. So when Genera! 
Huseyfn Krvrikogiu takes over 
Nato’s second-largest army 
today, he’B have more than spit 
and polish on his mind. 

The soft-spoken general, 
nicknamed “diplomat pasha" by 
fellow officers during his two 
stints with Mato, is aware that - 
between keeping an eye on 
Greece and fighting Kurdish 
separatists - it’s the chief of 
staff's job to keep the fid on . . 
TurKey’s bubbling political Islam. 

Islamists hope KJvrikogki’S 
arrival means they’ll get a better 
deal from the National Security 
Council, the -brass hats who 
dictate state policy. His 
predecessor, Ismail HaJdd 
Ksradayi. rumbled a column of 
tanks through an Islamist suburb 
Of Ankara IS months ago, . 
declared pofiticaJ Islam Turkey’s 
greatest threat, and booted 
Turkey’s first Islamist-led 
government out of office. 

But there is little reason to 
think that the newcomer - whom 
even schooifriends remember for 
Ns military bearing - will go soft 
on Islamic fundamentalism. He 
has recertify been busy purging 

unite of officers with links to 
Islamic groups. 

There & one way for Turkey's 
embattled Islamists to test the 
nevr man’s mettle: to win April's 


general election, as polls suggest 
they might Meanwhile Mesut 
Yflmaz’s secularist government 
wfll hope that the “diplomat 
pasha's" shaven soldier’s chin 
inspires more public confidence 
than the fundamentalist 
opposition's beards. 

Face the fax 

A piece of White House 
notepaper has popped up on 
Observer’s fax. It reads: 

“Bin. Here are a few thoughts 
on your remalcs to Boris Yeltsin 
when you arrive In Moscow for 
the summit starting Monday. 

“ ‘Mr President. I'm not really 
sure l want to be here. But most 
Democrat canddates prefer me 
to stay away from the hustings 
for toe November Congressional 
elections, and with Hillary 
changing the locks around toe 
White House, I guess Moscow is 
as good a place as any. 

*What worries me Is that 
watching us shake hands on 
peak-time television tonight 
might remind the folks back 
home that I’ve backed you to toe 
hilt in toe past we really did put 
all our eggs in one basket case 
and, now that your economy is 
collapsing around your ears, that 
might be seen as yet another 
error of judgment 

'But if 1 smite and stick to 
platitudes, the viewers might not 
connect tots mess with US policy 
- they might even be grateful 
that I didn't pour more billions of 
their dollars into Russia. 


‘Mr President, I hope the same 
pictures on Russian television 
don't give your voters the 
impression that the US Is likely to 
do anything to ball you out 
You’re on your own, paL Please 
tell the communists I'd like to 
share a cigar with them now.' ” 

Observer suspects they’ll tone 
it down on the plane. 

Heir receding 

With three steps forward raid two 
back, toe German Christian 
Democrats' campaign to keep 
Helmut Kohl in office is beginning 
to resemble the curious 
procession in honour of St 
Wibibrord practised for centuries 
in the small Luxembourg border 
town of Echtemach. 

After a thumping start to toe 
week with a rousing rally in 
Dortmund, Kohl and his 
designated successor Wolfgang 
Sch&ubte are again at odds over 
how long the chancellor should 
lead Germany to the event of his 
surprising toe pundits and 
winning next month's election. 

Read yesterday’s DieZeH 
newspaper and Kohl says he is 
candidate “for this legislative 
period. Full stop. That's it Good 
night". Turn to toe rival weekly 
Die Woche and SchauWe says 
Kohl “has said he will stand for 
four years, but has also left quite 
a bit open as to what can 
happen in these lour years*. 

The discrepancy may seem 
small But the uncoordinated 
interviews have re- ignited 


discussion over Kohl's authority 
in his party and whether he is 
approaching his seti-by date - as 
well as providing an unexpected 
bonus for Gerhard SchrQder, the 
Social Democrat challenger. 

All a bit worrying for the 
government but at least It takes 
their minds off Russia. 

Tea total 

They've been drinking lea in 
China since toe New World was 
one Mg prairie. But that hasn't 
stopped Uncle Sam trying to 
improve on the Real Thing. 
Coca-Cola is about to launch a 
range of ready-to-drink teas 
under its Tran Yu Oi Heaven and 
Earth label 

Coca-Cola China general 
manager Mrckie Leong says the 
company has been working for 
three years to pefect its brewing 
technique. How about just 
adding boiling water? 

Corpuscular calm 

Panama is a relatively peaceful 
spot these days. The days of 
military dictatorship and political 
turbulence are over, and 
Sunday’s referendum which 
could give President Ernesto 
Pdrez Bafladares the right to 
stand for re-election - is 
expected to pass off peacefufly. 

So maybe the electoral tribunal 
is just bring careful, or maybe it 
knows something. Journalists 
covering the vote have been 
asked their blood group. 


whelming demand in Russia is 
for a more autarkic policy: print- 
ing money, reimposlng currency 
controls, a stronger industrial 
policy, and limits on foreign com- 
petition. The idea is supported by 
everyone- from tbp hankers, to 
the rommnnist opposition, to 
Soviet-era lav-lory managers and 
people on the streets whose 
wages have not been paid fur 
months. It even has the barking 
of some reformers. 

Mr Chernomyrdin has spoken 
of the need in ronrentrate on 
social expenditures and indus- 
trial policy, joined the chorus of 
criticism of the central bank, 
which is under political pressure 
fra* not printing enough money; 
and has emphasised the need to 
build a political coalition, relegat- 
ing economic issues to second 
place. 

One report said to be circulat- 
ing among the Russian "oli- 
garchs*' rolls for a new economic 
model: the New Mobilisation 
Economy. It suggests that a small 
core group, called the “adminis- 
trative money aristocracy", 
should consolidate economic and 
political power and solve the 
country's budget problems by 
squeezing more money out of sec- 
ond-tier businesses. The ‘'super- 
profits'' that the big financial- 
industrial groups would make 
from devaluation would serve the 
state-power goals of the ruling 
core. 

Hence, the demands of many 
Russians and the economic forces 
themselves are pushing the 
way: the most probable outcome 
is that the Russians will print 
much more money, that more 
capital will flee the country and 
that the rouble will collapse fur- 
ther. This will then lead to 
declining output, reduced tax 
revenues, larger primary deficits 
and back again to greater mone- 
tary emission. 

Having pulled the country - 
with great difficulty - back from 
erne hyperinflation, a still feebler 
government must do the same 
ag ain . Any decision by the IMF 
to give the Russians the next 
tranche in its current programme 
Is unlikely to turn the tide. Hie 
additional money could disapprau- 
in hours. 

If western assistance Is to 
make any difference, it can only 
be if the new government makes 
proper use of the opportunity 
afforded by default by tightening 
the public finances sharply. This 
will leave Mr Chernomyrdin bal- 
anced uneasily between destabi- 
lising political pressures at home 
and western unwillingness to 
throw good money after bad. The 
prognosis for Russia is dire. A 
miracle is now needed to change 
it 


50 years ago 

U-S. Prepares For Election 
Washington, August 27. 
Preparations are under way 
here for Tuesday, November 2, 
toe day when nearly 60 million 
voters will elect the President 
of the United States. They will 
also elect a Vice-President, 
Governors of toe 48 States, 
435 Members of toe House of 
Representatives and one-third 
of the Senate, in addition to 
(oca) officials. In sdme states 
voters press levers opposite 
the names of toe candidates 
they support, and the pad is 
automatically recorded. 
Elsewhere they will mark their 
X’s on a long ballot sheet. 
Campaigning begins after toe 
National Labour Day holiday 
on September 6. 

Air Traffic Expansion 
An all-round expansion of air 
traffic in May, as c om p a red 
with May test year, is shown in 
statistics Issued by the 
Ministry of Civil Aviation for 
scheduled services of the 
three airways corporations, 
increases are recorded of 14.1 
per cent In aircraft-miles flown, 
26.6 per cent in passenger 
miles flown, and 53.1 per cent 
in freight-ton miles flown. 
Freighter services to Australia 
and South Africa again 
increased, with British 
Overseas Airways Corporation 
reporting a 6&2 per cent 
increase in ton-miles. 


and an exchange rate that col- 
lapsed to 2 per cent of Its pre- 
crisis value, lit the end. elections 
were forced, a right-wing govern- 

tiled 

ment elected with a significantly 

1- 

weakened communist representa- 

ier 

tion. 

In Russia, too. a few lonely 

_ 

voices are calling for stricter poli- 
cies. Andrei IDaricmov, director 

-s 

of the Institute or Economic 

s 

Analysis, this week said it was 
the lack of liberal reforms, rather 
than a surfeit, that had caused 

iter- 

Russia's economic problems. 

“What we saw in the past 
seven years were various 

'll 

attempts to pursue a statist, pro- 

as 

tectionist, and isolationist eco- 
nomic policy. Such a policy could 
only lead to a profound economic 

y 

crisis. The only option is to try. 
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at feast once, to pursue a genu- 
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inely liberal economic policy." 
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Banking botch 


Amid Russia's broader crisis, the 
mishandling of the hanking crisis stands 
out as particularly inept. The sensible pol- 
icy would be to bankrupt the failed banks 
once household deposits bad been fully 
secured. Banking failures in Russia would 
have relatively limited impact on the 
wider economy, given the low levels of 
financial intermediation. Allowing foreign 
creditors to seize the assets of failed 
hnnkf might also open up the market for 
the likes of Deutsche Bank or Citibank. A 
clean sweep could actually restore confi- 
dence in banks among the population. 

But the politically well-connected 
oligarchs, who control most banks, seem 
to have sunk any such plans. Indeed, 
since the crisis broke the banks have even 
been able to get their hands on some of 
Russia's precious hard currency reserves. 
The central bank’s willingness to supply 
them with soft credits (designed to keep 
the banking system afloat) which were 
then converted Into dollars was at the 
least incompetent. 

Meanwhile, foreign creditors fear the 
country’s 90<lay moratorium, which bare 
Russian banks repaying their foreign 
debt, has simply bought the oligarchs 
time to siphon off their assets while leav- 
ing the liabilities behind. Banking merg- 
ers could put in place mechanisms to 
enable this. Hie legality of any such asset- 
stripping would be unclear, given the 
opacities of Russia's bankruptcy code. In 
most other countries, it would be consid- 
ered theft 

Novartis 

Novartis was wise to pull a rabbit from 
its hat to counteract its disappointing 
interim results. Putting over-th&couttter 
medicines and health foods into one divi- 
sion makes sense. So does the plan to sell 
the lower-margin businesses whose con- 
nection with health care Is tenuous. That 
said, Novartis' decision about what to 
keep and what to sell is not obviously 
right What does Ovaltine treat, for 
instance? The composition of the new 
division - and whether it should be kept 
at all - will no doubt be reappraised. 

But that positive activity contrasts with 
a lack of progress In pharmaceuticals and 
a difficult market for the agribusiness. 
Some cynicism has set in as the group 
achieved its 14 per cent earnings per 
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share increase mostly through cost- 
cutting and interest Income, rather than 
sales growth. The group's biggest selling 
drugs have plateaued, but sales of new 
ones are not running fast enough to ofisef 
Increased spending on research and devel- 
opment and marketing. Novartis is tack- 
ling the problem. It has, for instance, 
hired a new head of healthcare to tackle 
productivity and Its position In the US. 

Medium term, the pipeline looks more 
promising. But this still leaves a lacuna in 
the top line - hence the end of the post- 
merger honeymoon for the shares. With 
SFrtJbn already in the bank, infill acquisi- 
tions would help. It Is a pity Swiss law 
still makes share buybacks unattractive. 

US radio 

More than 4,000 of the 11,000 US radio 
stations have changed hands in the past 
two yean, transforming a cottage indus- 
try into a mainstream media sector. And 
the consolidation shows no signs of abat- 
ing. Yesterday’s takeover of Capstar 
Broadcasting by Chancellor Media creates 
the nation's largest radio group, with 460 
stations and an enterprise value of $17bn. 
Meanwhile, television network CBS has 
decided to spin off 20 per cent of Its radio 
division. Infinity Broadcasting, to give it 
an acquisition currency of its own. 

Chancellor and Capstar fit together 
well. Both are young, entrepreneurial and 
lossmaking. Both are backed by buy-out 
specialist Hides, Muse, Tate & Furst, the 
industry's leading consolidator, which 
engineered this deal. Capstar is good at 


revitalising small, local stations with bet- 
ter music and high-profile disc jockeys. 
Chancellor has focused oh larger markets 
and recently diversified into local TV sta- 
tions and outdoor advertising. The man- 
agement is promising from of cost savings 
and cash flow growth of 20-25 per cent a 
year by touting itself as a one-stop shop to 
advertisers. 

This may look suspect when CBS is 
separating TV and radio. But CBS still 
believes in the synergies between the two. 
It is, after all, keeping 80 per cent of 
Infinity. This move is simply financial 
engineering: trying to get a better rating 
for the foster-growing radio side, after a 25 
per cent slide in Its shares since July. . . 

New Zealand 

New Zealand's Maori name - Aotearoa, 
land of the long white cloud* 1 - has never 
seemed more appropriate. The clouds of 
economic gloom have descended. New 
Zealand's misfortune was to enter a down- 
turn Just as south-east Asia's woes began. 
A third of the country's exports usually 
go to Japan and Asia’s wounded tigers. 
On top of that a big proportion of its 
exports to Australia are re-exported to 
Asia. Since April last year the New Zea- 
land currency has lost 25 per cent of value 
against the US dollar, while the stock 
market has dropped tor a fifth over the 
last 12 months. 

Plunging commodity prices have also 
eroded receipts from New Zealand's main 
exports: agricultural and forestry prod- 
ucts. The New Zealand Treasury - archi- 
tect of the reforms that created perhaps 
the world’s most open economy - admits 
the country faces "significant risks” and 
probable recession. The government may 
soon announce its first budget deficit for 
years and retains a tenuous grip on 
power. 

New Zealand has been much admired 
for the boldness, of its economic reforms. 
But the current crisis shows that no 
amount of micro-economic tinkering can 
disguise its unhealthy reliance on a nar- 
row range of markets and products. Real 
boldness would involve turning New Zea- 
land into the Switzerland of the South 
Pacific, exploiting its advantages of lan- 
guage and education to move up the value 
chain. Meanwhile, there seems little 
chance of the clouds lifting. 
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Europe today 
High pressure wffl keep most of 
Frsnoe end the Alps dry with sunny 
spoils, although It wffl be rather cool 
far August. The Low Countries w* 
stoo be coal with Bttie aunaHne ami 
scattered showers, Low pressure 
dotrtnataa the Battle Sw region with 
assodatsd fronts bringing rah to 
northern Germany, Denmark, Finland 
and eastern Sweden. The eastern 
Me e flt e mmoo n wll be hot and sunny, 
but southern France, Italy and the 
Brians wffl have tfandas to rms. 
North-oast Spain wffl have thundery 
showers but the rest of the tberian 
pertnsuia wffl be hot and sunny. 

Rw-day forecast 

High pressure wffl spread over the 
next law days bringing a seated 
spell to Scandinavia and much of 
central and north-west Slope, but 
the tar east wB remain changeable. 
The Batons wi be thundery again 
tomorrow, but most of the 
Medi terra n ean wi become dry 
and sunny. 
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Canadian rate rise fails 
to boost C$ or markets 


By Scott Moataon in Toronto - 

Canada's central bank raised its 
overnight interest rate yesterday by 
a foil one percentage point to 6 per 
cent in a desperate, but so for vain, 
attempt to boost confidence In the 
fjfmaitian dollar. 

The dollar continued to weaken 
and the Toronto stock market 
plunged on concerns that higher 
interest rates would choke the econ- 
omy. 

The Bank of Canada, the central 
bank, intervened in currency mar' 
kefs to halt the foil in the currency 
but by midday it remained near 
Wednesday's record closing low erf 
63.4 US cents. The Toronto stock 
market key Index was down more 
than 5- per cent and nanarftan bonds 
failed to recover. •- - 

Canada's commercial banks 
swiftly raised their prime lending 
rate to 7.5 per cent. 

The federal g ov er n ment and the 
central bank has been trader grow- 
ing public pressure to respond to the 
dollar's steep nUifa aver the past five 
months. Most economists had 
opposed a rate increase for tear it 
would stifle an economy already 
shown signs of slowing: Bat the cen- 
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tral bank yesterday said that the 
depredation, of the currency had 
resulted in a substantial easing of 
monetary conditions. 

"While some of this easing has 

been warranted by economic devel- 
opments, It Is the the bank’s view 
that It has become excessive, " it 
said. 

Some analysts suggested that the 
ane-peroentage-pomt increase would 
send a strong signal to investors and 
speculators that, the bank was will- 
ing to support the currency. Others 


said the Bank of Canada would not 
be able to shield the dollar from 

external forces. 

"Central banks would be wise to 
stay out of the path of the . freight 
train - which is global markets 

panic, 1 ’ said Robert Blake, an econo- 
mist at Citibank in New York. 

Confidence in the Canadian dollar, - 
which has been hit by the Asian 
crisis and low commodities prices 
since late last year, has Alien . 
sharply in the wake of the Russian 
rouble devaluation. That has 
prompted concern that cheaper Rue. 
sian commodities will displace C ana- 
dian goods on world markets. 

Speculators have stepped up their 
attack on the Canadian curren cy in 
the past three months. They ware 
emboldened by the central bank's •' 
dearly stated intervention polietatij; 
und the belief it would not raise' : r 
rates given Canada’s slowing pace ot 
economic growth - monthly indica-:. ^ 
tors point to a slowdown from thavv 
first quarter’s 3.6 per cent GDP rf9Bp£ 
The curr ency has fallen about 10 pafry'. - 
cent since the beginning of the yea&v.- 

The Wank of Canada last raised : 
rates 80 basis points to 5 per cent in', - 
January to defend the 
currency. 


Brunei’s Prince Jefri seeking 
KPMG confidentiality order 


By Jim Kelly In London 


Prince Jefri, the disaffected younger 
brother of the Sultan of Brunei, yes- 
terday sought a High Court injunc- 
tion to prevent any risk of accoun- 
tants KPMG allowing financial 
information about Ids private affairs 
to reach the Brunei authorities. 

Prince Jefri, recently accused of 
financial mismanagement and 
stripped of control of the family ’s 
overseas assets, is a former client of 
KPMG UK which continued to act as 
a professional adviser to the Brunei 
Investment Agency- 

Advisers to the prince believe 
there is a risk that confidential infor- 
mation may leak to the Brunei 
authorities at a time when these is a 
fierce family feud in the Sultanate 
over mismanagement, of foods lead- 
ing to the loss of billions of pounds. 

Prince Jefri was removed, last 
month as head of the Brunei Invest- 
ment Agency - which looks after the . 


family's overseas affaire valued at 
$60bn - and replaced by HaJi Awang 
Abdul Aziz, a minister close to the 
royal palace. 

Prince Jeflri’s huge Brunei-based 
construction company, Amedeo, has 
been dosed down with unpaid bills 
of tSOOni and prefects worth about 
$&5bn under way. The Prince claims 
he is a victim of a plot by Moslem 
conservatives. 

There Is no suggestion that KPMG 
has passed on any information about 
their dlent or would do so. But the 
Prince is said to be worried about 
the effectiveness of so-called 
"Chinese walls" within the firm 
protecting client confidentiality. 
"Can the prince be satisfied that 
there 19 no risk of leaks?" asked one 
adviser In the case. 

The case will be widely watched 
by the professional service firms - 
especially the global Big Five - as 
their rapid expansion and consolida- 
tion leads to potential conflicts of 


interest and tests Internal data secu- 
rity systems. Prince Jefri’s lawyers 
have issued a writ asking for an . 
Injunction against KPMG preventing 
the possibility that confidential 
information could be passed on to a 
third party. 

The injunction would stop KPMG 
acting for any persons or bodies in 
any matter related to Prince Jefri, - 
any matter adverse to his interests, 
or any matter in which there Is a 
conflict of interest. 

During a brief hearty at the High 
Court it was agreed that the two 
sides would work to submit evidence 
in the case and would appear before 
the court again next Wednesday in 
the hope of fixing a date for a full 
hearing, possibly lasting a day. 

KPMG is. likely to argue that it has 
had a long relationship with the 
Brunei Investment Agency and to . 
confident its strict ethical rules pre- 
vent any leakage of confidential - 
information between partners. 





'Toray' 


Toray Industries, Inc., is the world’s leading 
manufacturer of synthetic fibres and textiles, 
with about 200 subsidiaries and affiliated 
companies in 16 countries around the world. The 
Toray Group's diversified businesses comprise 
of Fibres and Textiles. Plastics and Chemicals, 
Housing and Engineering, Pharmaceuticals and 
Medical Products, New Products and Other 
Businesses, which include carbon fiber and 
electronics and inibrmalion-retated products. In 
the fiscal year 1998, which ended March SI, 
1998, consolidated net sales rose by 3.9% to 
¥1,087.71x1 ($8,240m), and net income increased, 
by 63% to¥24.7bri ($l87m). 



©TERUMO’ 

Terumo Corporation, established to 1921, to one of 
Japan's largest suppliers of medical supplies, systems 
and equipment: Our products include a broad array of 
disposable medical supplies and other products, 
renowned for their safety arid reliability. We axe also 
prominent in home-use digital the r m om eters and blood- 
pressure monitors and pharmaceuticals. The Corporation 
has a total, integrated approach to product development, 
encompassing basic materials to entire medical systems. 
We continue to actively expand our business, with 
particular emphasis on artifica) organs, catheters and 
other items used for sophisticated medical treatments. In 
addition to Japan, we have production facilities in the 
United States, Belgium and the People’s Republic of 
Chins. Our products are sold in more than ISO countries 
worldwide, backed by & growing network of branches 
and offices. ' 
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INSIDE • • 

US tong bond yield foils to record 
low as Bnrestors seek safety 

Haven-buying forced bond prices higher and 
sent some yields In the US, Britain and Ger- 
many, to record lows as emerging market wor- 
ries rippled across the globe. The benchmark 
US 30-year long bond yield reached a record - 
tow of 5-369 per cent and in the UK the git 
future outperformed Its German bund counter- 
part for the first tbne in weeks. Page 24 

Nordic markets feel Russian chill 

A cold front is blowing across Scandinavian 
equity and currency markets, and it is coming 
str a igh t from Russ ia . Nervousness caused by * 
the economic crisis in Moscow has com- 
pounded jitters over inflationary pressures aid 

the risk of a hard landing. Page 36 

Further restructuring at Novartis 

Novartis, the Swiss 
pharmaceuticals 
company, announced 
further restructuring 
as it disappointed 
markets with dug- .. 
gish profit growth in 
the first half. The 
group saW ft would 
merge its health 
foods and over-the- 
counter drugs busi- 
nesses. Daniel 
Vasefla (feft); -Novartis president, said the move 
would enable the group to reach a wider market 
with its seff-medfeation drugs. Page IB 

Nissan faces challenge in US 

Once known for its sporty models, Nissan, 
Japan’s second largest carmaker, has lost Its 
way over the past five years. Its North American 
operations have been at the core of its prob- 
lems, and the company now faces the task of 
persuading buyers it is back on track. Page 20 

Poor jute crop on subcontinent 

India and Bangladesh, the world’s two largest 
producers of jute, are harvesting a poor crop 
this season following record production last 
year. Farmers have comrritted 30 per cent less 
tend to the crop for 1998-99 because jute 
fetched poor prices last year. Page 26 

Silver deposit a boost for Bolivia 

The discovery of a rich stiver deposit is set to 
revitalise mining activity in one of Bofivia’s poor- 
est regions. The deposit, in the San Cristobal 
district 500km south of La Paz, is expected to 
produce 14m ounces of silver a year. Page 26 

Indian software groups in demand 

IhS M pectacular rise of India's software sector 
has sparked a hunt for hidden gems among the 
subskfiarfes of the country’s leading companies. 
Many big corporate groups have their own soft- 
ware service com prairies that begwi as in-house 
technical support teams. New these offspring 
stb worth more than their parents. Page 19 



recession 

Three of Asian territory’s biggest 
companies report falls in earnings 



W 4 S* 

Ik; 



Byloafaw Lacas to Hons Kong 

The extent of Hong Kong’s 
plunge into recession this year 
was highlighted yesterday 
when three of the territory's 
biggest companies reported 
steep falls in earnings. 

Cheung Kong and Htticfabcm 
Whampoa, both part of tycoon 
Li Ka-shing's corporate 
empire, saw inte r i m profits 
dented by hefty provisions 
made to reflect the tumbling 
stock and pr operty marketed 

Mr Li said the first six 
months of the year had proved 
I morw p mdshing fa - Hong Kong 
than most had anticipated: 
“Due to the credit crunch «twi 
rising cost of b or row in g, most 
enterprises in Hong Kang have 
come under great financial 
pressure." 

This was not strictly the 
case with the third group, Citic 
Pacific, once fire dartfag red- 
chip - or wmtnlaTiri.hMffc fwl 
stock - of international inves- 
tors. Citic Pacific made no pro- 
visions and reduced its inter- 
est expenses, but still reported 
a -71 per cent plunge in earn- 
ings, from HK$6.14bn to 
HS91<Sbn (US$232J9nX 

Provisions taken by Mr Li’s 
companies, at HK$&43bn for . 
Cheung Kong and HKgUSbn 
for Hutchison, were bigger 
than the market had 
Bottom Hne earnings were at 
the- lower and -of expectatfima. 
Cheung Kong reported a : 78 per 


cart drop in net wm -w te g a at 
the halfway stage, from 
HK$13.78bn in the first six 
months of 1997 to HK$&02bn 
tor the same period this year. 
Hutchison Whampoa, which 
had the benefit of an excep- 
tional g»"n from rtw» sale of a 
joint venture interest, posted a 
45 per cent foil, from 
HKS7JSbn to HKSAJlbn. 

The outlook did little to 
depress the three 
share prices, however, which 
held up - backing the trend of 
world equities - as the govern- 
ment Intensified its busring , 
binge ■Irawd at hatilahlng 
“speculators" from the market 

Mr Li, whose two main 
mmpantot h»nm enjoyed rallies j 
on the back of government 
share buying; yesterday con- : 
doned the intervention. The 
government’s actions have 
been criticised in other quar- 
tern tor distorting market valu- 
ations and frustrating the 
currency board mechanism. 

■ Despite the artificial rise on 
the stock market, the corpo- 
rate gloom is expected to 
linger. The government will 
today give its official estimate 
of bow fast the economy is 
shrinking. 

“Corporate earnings are 
going to have a very difficult 
tinw thia year," said Anil 
Daswani at. Salomon Smith 
Barney in Hong Kong . 
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ING vows to tough it out 
in world financial hot spots 


By Jeremy Gray in Amsterdam 

ING, the Netherlands-based 
financial services grotto, yes- 
terday pledged its continued 
commitment to Russia, Asia 
and other troubled emerging 
markets as it unveiled first- 
half net profits up 74 per cent 
to FiaS4lbn ($1.9Ztan). 

Godfiied van der Lugt, ING 
chairman, said investors 
would eventually return to the 
world’s financial hot spots and 
ING wanted to tie well placed 
when they did. 

“We've made a lot of money 
in these markets over the 
years, and we’re not going to 
leave any countries where 
we’re present,” he said. 

Nonetheless, ING Barings, 
its t niw uu iformi securities and 
investment hank division, has 
been scaling down its volume 
business in certain countries 
to cope i with reduced loan 
demand. Gees Maas, finance 
director, stressed that ING had 


a limited exposure to Russia, 
qmmmHng to S85Qm in riMwfly 
short-term trade financing to 
what he described as “good” 
banks. INGs long-term loans 
amounted to only 350m. 

He said he was optimistic 
about future investment pros- 
pects in Russia, but that solu- 
tions must come from within. 
“What’s needed Is a structural 
change in the economy" Mr 
Maas added. “International 
Institutions such as the IMF 
and the World wank cannot 
help much - Russia win have 
to do it on its own accord." 

However, ING raised its risk 
provisions by FI 590m to cover 
potential losses in Asia, and 
reallocated FI 270m from its 
existing reserves for possible 
problems in South America 
and Russia, where its exposure 
is limited. 

“We don’t expect to make an 
additional provision in the sec- 
mid half of the year,” mM Mr 
van der Lugt During the first 


3M to close plants and cut 4,500 jobs 


■yWddWIial fci repBfc 

SM, the US: manufacturing 
conglomerate group, has 
announced a cQsbcutfing pro- 
gramme, dropping products, 
dosing plants, and shedding 
about 4^00 Jobs by the end of 
next year. fr wiR result in a 
pretax charge of up to 9500m. 

The restructuring is 
designed to aflaet the affects of 
the Aslan and increas- 
ingly difficult international 
markets, and some weaknesses 
in its US markets. 

The company, which is 
sometimes fa»Wm as. a barome- 
ter tor the US manufacturing 
economy because of Its vide 
range of products, ateo said It 
plans to step up its hunt for 
I acquisitions. It indicated that 
It was interested in areas such 


as healthcare products and 
electronic connectors and 
would be looking at smaller, 
bouton deals, as well as “fidr- 
giffld* transactions. 

At the cantoBBy*s day-long 
briefing session with analysts, 
held every two years, Livio 
DeSimone, chairman, said the 
Asian crids was the most seri- 
ous difficulty facing the com- 
pany and would cut growth by 
about four percentage paints 
this year. 

-But he also pointed to a 
slowdown in some business 
sectors in the US, and adverse 
trends in bwha other interna- 
tional markets. The company, 
whose products inc l ude scotch- 
tape and medical equipment, 
mqrtp more than half its giSbu 
sales outside the US last year, 
including about tZ-Sbn in Asia. 


Same Job cuts were foreshad- 
owed when 3M released its sec- 
ond-quarter figures earlier thw 
year. 

But Wall Street analysts 
have been concerned about the 
slow pace of moves by SM to 
cut its cost base. Analysts 
seemed unimpressed by the 
package and were concerned 
that the group may need to do 
more if world condttiaos dete- 
riorated beyond expectations. 

Yesterday Giulia Agostini, 
finance director, conceded that 
“over the past nine months we 
have not reacted sufficiently". 

The company said that 
about L300 management and 
headquarters jobs would be 
shed by the end of 1999, provid- 
ing savings that would add 
about 0.4 percentage points to 
operating margins. Product 


rationalisation would mean 
losing about 9350m of sales, 
and sale or closure of busi- 
nesses with assets' of about 
9150m. 

Withdrawal from these busi- 
nesses would result In 1,200 
more job losses, but would lift 
operating profits by a further 
04 percentage points, and be 
completed by the end of 
1999. 

SM will also look to consoli- 
date, or close, some factories 


R-R stocks 
fall on fear 
of aviation 
downturn 

By Jonathan Ford In London 


Shares in Rolls-Royce came 
under pressure yesterday as 
analysts shrugged off as 
upbeat interim results state- 
ment from thp aero engine 
maker, instead raising con- 
cerns about the outlook for air- 
craft purchases and the 
group’s deteriorating margins 
and cash flows. 

Although Rolls-Royce hit Its 
target of achieving double 
digit earnings growth in the 
first half, with earnings per 
share rising 10 per rent to 

yateerdey Haulers 7.17p, the shares tumbled more 
than 8 per cent to 203p. 

Rolls-Royce's order book 
increased by 23 per rent, year 
IS II I on year, to a record GlObn 

(S16.5bn) with a further £2bn of 
orders announced but not con- 
tract ed. Despite tough competl- 
jflllll \ tlon from US rivals General 
fT Electric and Pratt & Whitney. 

it claims to have won about 3S 
half, bumper earnings from per cent of all commercial 
takeovers and one-off gains engine deliveries in the first 
added more than FI 1.486bn to six months of the year, 
net profits. On Tuesday, a Rolls-Royce- 

The group sold stakes in led consortium was chosen to 
Libertel, a Dutch mobile phone supply engines for up to 188 
network, and Kredietbank Bel- Airbus short haul aircraft 
gium, netting FI 445m and ordered by British Airways. 

FI 377m respectively. John Rose, Rolls-Royce chief 

But a takeover in Belgium executive, said the outlook for 
turned in the best receipts, commercial aircraft engine 
Banque Bruxelles Lambert, production was still good 
acquired through a FI 9bc bid despite the Asian turmoil, 
last November, contributed thanks to strong sales in North 
FI 535m. The US life assurer America and Europe. “Asia 
Equitable of Iowa, bought in accounts for only 17 per cent 
July 1997, added FI 90m while of our order book," he added. 
US investment bank Forman However, analysts voiced 
Selz, acquired last August, concerns that the current air- 
accounted for FI 39m. A preri- craft purchasing cycle was 
ously-announced accounting close to Its peak, putting the 
change added FI 151m to the group’s earnings target at risk, 
bottom line. Pre-tax profits increased by 

ING said it was sticking to 16 per cent to £l35m on sales 
its forecast for a 3035 per cent 7 per cent higher at £2.1bn. 
increase in 1998 earnings per Profits were flattered by a 
share, providing the Asia crisis reduction In net development 
does not deepen or spread to expenditure funded by 
other parts of the world. ’ Rolls-Royce. 

Rolls-Royce said the reduc- 
tion occurred because partners 

S on collaborative projects were 
shouldering more development 
costs. Gross expenditure, 
including their contribution, 
1 overseas, ellmi- rose by 20 per cent to Bffilin 
ex- 2,000 jobs. Mr Trading margins declined 
hated that attrt- from 11.6 par cent to 10.4 per 
ccount for many cent, as revenues from com- 
mercial aircraft engine deliv- 
the programme erics rose by 25 per cent 
it to push operat- Mr Rose said the group sacri- 
-gin to more than flced margin when it made 
Y 2001, and again sales of equipment but these 
let of improving were compensated by an 
ctivity by 8 per “annuity” from sales of spare 
1 1998, the rate of parts to customers. 


in the US and overseas, elimi- 
nating another 2,000 jobs. Mr 
Agostini Indicated that attri- 
tion would account for many 
Job losses. 

3M said -the programme 
should allow it to push operat- 
ing profit margin to mare than 
20 per cent by 2001, and again 
meet its target of improving 
labour productivity by 8 per 
cent a year. In 1998, the rate of 
productivity improvement is 
expected to be just 4 per cent. 


Comment, Page 22 


Rival radio groups merge 
as CBS resurrects Infinity 


Offer by TEDCO PLC to effect the 
Management Buy-out of 


Tunstall Group Pic 

Transaction initiated, funds arranged 
and TEDCO PLC advised by 


By Christopher Partes 
tit Los Angrier 

A move by CBS to spin off its 
radio brushless and restore its 
haded stock market appeal was 
promptly trumped yesterday 
by a merger between its main 
rivals, which will create 1 a 
business worth gftbn at yester- 
day's stock prices. 

The planned link between 
Chancellor Media and Capstar 
Broadresting was revealed as 
CBS announced plans to hive 
off its radio stations and out- 
door advertising business into 
a separate company. The 
merger will bump the' troubled 
national hnwdcaster from first 
to second place In the race to 
Humiliate the US airwaves. 

- On completion. Chancellor 
wiD have 463 radio stations, 
compared with CBS’s 155, and 
combined revenues of about 
j g i she ,- against $L5bn. t 

'The transactions, which 
mark the biggest shift in the 
US radio industry since Mel 
Karmazin sold his Infinity 
Broadcasting stations to CBS 
tor gfim two years ago, will 
Increase the pressure on 
smaller groups to sell or 
consolidate. 

The merger, engineered by 
Dallas -investment firm .Hicks, 
Musa, Tate & Furst, which 
controls both the prospective 
partners, may attract further 
scrutiny from federal regula- 
tors whose a t te nti on recently 
dissuaded Chancellor, from 
buying four regional stations. 


. Meanwhile, CBS also 
announced cost-cutting mea- 
sures that would reduce the 
group's third-quarter profits by 
up to |70m. 

Mr Karmazin, now CBS pres- 
ident, said the radio business 
would be named infinity 
Broadcasting - resurrecting 
the twtym* oS his original radio 
business - an initial pub- 
lic offering comprising 20 per 
cent of the stock would be 
completed by the end of the 
year. 

CBS; stock rose about 40 
wnhi in a faTHng market early 
yesterday to hover around *28, 
signalling w uti m yfaK*? among 
Investors puzzled over the 
group's fu t u re ami its strategy 
for returning its care .televi- 
slon broadcasting am to 
profit, 

The TV network, which 
early this year started a bid- 
ding war for sports broadcast- 
ing rights when it paid a 
record J4bn to show American 
fri/it-hoTl , lost more th*»n gioflm 
last year. 

. Although radio’s contribu- 
tion helped Increase group 
profits four-fold to ¥4m In the 
second quarter of this year, 
the result was well below Wall 
Street estimates. 

Since the latest figures were 
announced last month, the 
CBS stock price has fallen 
from abont $85, despite 
rumours of possible takeover 
bids,- 

Shares In Chancellor and 
Capstar fell on the merger 


news, despite bullish forecasts 
from company executives who 
estimated the new group’s 
enterprise value - including 
$6£bn of debt - at $l7bn. 

They said revenues would 
increase 10 per cent on a pro 
forma basis nest year and pre- 
dicted cashflow growth of 18 
per cent as economies of scale 
and other synergies reduced 
annual, costs by an estimated 
gram a year. 

On completion of the 
merger, Hicks, Muse, which 
now holds 15 per cent of Chan- 
cellor and 69 per cent of Cap- 
star, will own 25 per cent of 
the new company, 

. Each Chancellor share will 
be avrfteng ipd tor ont> share In 
the new company, while Cap- 
star stockholders will 
exchange their shares tor 0.48 
rnrttfl in Chancellor.' 

Tom Hicks, the leader of the 
Investment firm which built 
both radio groups In less than 
10 . years, will be group chair- , 
man, and Jeffrey Marcus, ; 
Chancellor chief executive offi- ' 
cer. wiH keep his position- 
- Hicks, ' Muse has engineered 
more than 230 transactions 
wrath more than $30bn since it 
was founded in 1969, and it has 
led the charge to consbUdatton 
in the radio industry. 

Radio is the fastest-growing 
advertising medium. After 
stagnating on a slow down- 
trend- since 1975, its share 
of promotional budgets has 
lately Increased towards 8 per 
cent 



N M ROTHSCHILD & SONS, LEEDS 


NatWest Actjuisition Finance 

Senior Debt Arranger 


Krjrmtt*: 

INTERMEDIATE CAPITAL CROUP PLC 
Mezzanine Debt Arranger 


Lawyer to TEDCO PLC 


Hammond Suddmoos 

Lawyer to NacWen 
Acquisition Finance 


-3*:\ ASHURST 
1-: MORRIS 

CRISP 

Lawyer to 

Intermediate Capital Group PLC 



Financial Due Diligence 


ADDltSHAW BOOTH & CO 

Lawyer to N M Rorhschild & Sons 









is 




mmi 




FINANCIAL TLMtES FRIDAY AUGUST 28 199* 


COMPANIES & FINANCE: EUROPE 


CONSTR UCTION OPERATING PROFITSJUMP FROM SKr974m T O SKr2 .72 bn FO L LOWING AN UPTURN IN BUILDING PROJECTS 


Skanska interim profits more than double 


By Tim Bart h Stockholm 


Skanska, one of Europe’s 
largest construction groups, 
yesterday announced a 
sharp Increase in first-half 
profits following an upturn 
In residential and commer- 
cial building projects. 

The Swedish company, 
which is midway through a 
heavy restructuring, saw 
operating profits jump from 
SKr974m to SKr2.72bn 
($326. 6m) in the first six 

months of the year. 

The profits, on sales up 


from SKr24Jbn to SKrSSbn, 
reflected demand for con- 
struction and project devel- 
opment activities. Order 
bookings also rose from 
SKrKLlbn to SKr42.Sbn. 

Claes Bj&jrk, chief execu- 
tive, said: “The internation- 
alisation of the Skanska 
group is continuing to 
increase, mainly due to good 
: order booking in the US. Fin- 
land, Russia and Denmark." 

The company - which 
owns 7.6 per cent of Costain, 
the UK construction com- 
pany - has recently won 


contracts for four new Ikea 
stores in the Czech Republic, 
Poland and Hungary. In St 
Petersburg, it has begun a 
new project at the city's cen- 
tral station, while in the US 
it has seen order intake rise 
by 60 per cent - mainly 
because of contracts won for 
the light rail link to New 
York's Kennedy airport, - 

That helped offset weak- 
ness in the German con- 
struction market, which 
adversely a&Octed kitchen 
and roofing operations. 

At the operating level, 


moreover, the figures were 
flattered by one-off items 
totalling SKrUSbn after the 
■disposal of forest operations 
and timberland assets. 

At file pre-tax level,' profits 
fell from SKrlO.lbh to 
SKr3.i8bn - although the 
1997 result was enhanced by 
SKr9d2hn of capital gains on 
share disposals. 

“Disregarding capital 
gains and other Items affect- 
ing comparability, I antici- 
pate higher full-year 1998 
earnings in our business 
operations. ” said Mr BJflrk. 


Of the group's business 
areas. Skanska saw the 
sharpest growth in project 
development and real estate, 
where operating profits 
jumped from SKr285m to 
SKr843m amid buoyant 
demand fra: residential and 
commercial property. 

Profits in the US division, 
by comparison, rose from 
SKr90m to SErl34m and 

from SKrl41m to SKxlSSra in 
Sweden. 

Elsewhere in Europe, prof- 
its rose more modestly from 
SSr80m to SKrittm. But 


Skanska: said it could soon 
increase its exposure to the 
Finnish market by conclud- 
ing the purchase of ’the con- 
struction arm of Polar 
Group, the Finnish holding 
company - creating the 
conn try’s second largest 
building' company. 

Earning s per share, after 
accounting for ohfroff gains 
in 1997, foil from SKr57-90 to . 
SKr 16.30. Skanska’s most ! 

commonly trade B shares 
fell SKH4 to SKt 33Q, along ; 
with the sharp fall in the 
Stockholm market , 


Slow growth 
forces Novartis 
to restructure 


By Jenny Luesby 


Novartis, the pharma- 
ceuticals company formed 
through the merger of drugs 
groups Ciba and Sandoz, yes- 
terday announced further 
restructuring as it disap- 
pointed the markets with 
sluggish profit growth in the 
first halt 

The group reported a 2 per 
cent increase in operating 
profits, to SFrAlbn, (S2-7bn) 
on sales up 1 per cent at 
SFri6.77bn. However, its net 
income rose 14 per cent, to 
SFr3-55bn. because of large 
one-off gains from foreign 
currency, share and bond 
investments. 

Profit growth was held 
back by expansion of the 
sales force, increased spend- 
ing on research and develop- 
ment and on four product 
launches. Earnings were 
also dented by a 5 per oent 
drop in operating income in 
the second largest divisioD, 
agribusiness. These were off- 


set by a SFr328m saving in 
administrative costs follow- 
ing the 1996 merger. The 
merger has so far cut the 
group’s workforce by 7,900. 

Another 380 job cuts and 
savings of SFr70m were 
expected from the restruct- 
uring announced yesterday. 
Novartis said it would merge 
its heatthfood and over-the- 
counter drugs businesses. 

It also announced plans to 
divest six non-core food 
brands and a distribution 
business, with annual sales 
of SFrL3bn. 

Daniel Vasella, president, 
said the reshaping would not 
usher in. “a total turnround" 
of the group's over-the- 
counter business, which con- 
tracted in the first halt How- 
ever, it would produce a 
wider market with its self- 
medication drugs. 

“The nutrition business is 
in places where the over-the- 
counter business is not,” he 
said. The move is the first 
step by Novartis towards 



Santander still 
6 on track’ to 
meet forecasts 


By David White to Madrid 


DanM Vsse&c streamflnmfl around single theme Ashley As/mood 


streamlining its products 
around a single strategic 
theme. From now on. the 
group’s consumer businesses 
would all have a perceived 
or proven health benefit 
said Mr Vasella. 

The company was also 
keen to develop its range of 
functional foods. Including 
food to prevent allergies, 
lower cholesterol and 


increase immunity. 

Analysts welcomed the 
sell-off, which they said 
would free up capital from 
several businesses with low 
profit margins. 

The group's shares closed 
down SFr66 yesterday, at 
SFr£34L However, the Swiss 
market foil 5.X per cent 
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Spain’s Banco Santander, 
which has lost 29 per cent of 
its stock market value in 
just over a week because of 
worries about its Involve- 
ment in Latin America, yes- 
terday sought to calm inves- 
tors fears by reaffirming 
expectations of strong earn- 
ings growth. 

It. said it was still “on 
track” to meet 1998 profit 
targets and longer-term 
financial objectives. 

Last month It said it 
would raise earnings per 
share by more than 22 per- 
cent this year, from a medi- 
um-term term target of 20 
per. cent 

Defending its geographical 

and business dtre rsi fi raatinn, 

Santander said its invest- 
ment drive Into Latin Ameri- 
can banking was based an 
“prudent policies", with 
strict risk control and strong 
provisions. 

Its ratio of non-performing 


loans in Latin America was 
below average at 3.76 per 
cent, and its cover rate stood 
at 112 per cent 

It had full foreign 
exchang e <•)«* cover on. the 
capital invested, and had 
already this year written off 
Pta222hn ($L45bn) of good- 
will arising from its take- 
overs In the region, leaving 
Pta50bn of goodwill still 
pending. 

At the same time, it said 
its exposure to economic 
troubles in Asia and Russia 
was “extremely low". 

The bank’s shares - which 
along with those of rival 
Banco Bilbao Vizcaya and 
the Telefonica group have I 
borne the brunt of recent 
Latin America-related falls , 
in Madrid - slipped a further 1 
8.6 per cent yesterday to 
Pta2,77D. This followed a 22-5 
per cent fall over the previ- 
ous week. 

The recent foils came after 
a 54 per «*n* increase in the 
first six months of the year, j 


SAP share price hit by FoxMeyer allegations 


By Graham Bawtey hi Frankfort 


SAP yesterday rejected as 
“without any legal and fac- 
tual 'foundation” a US com- 
pany’s claim that the failure 
of computer software 
installed by the fast-growing 
German group contributed 
to its collapse. 

FoxMeyer, the US drugs 
distributor which went into 
bankruptcy in 1996, sued this 
week for more than $500m 


compensation, claiming that 
SAP’s business software was 
a “significant cause” of its 
downfall 

. . FoxMeyer representatives 
JlflAd a similar lawsuit this 
week against Deloitte & 
Touche, its former accoun- 
tants, for allegedly agreeing 
to severe refinancing terms 
which crippled the company. 

This follows an earlier 
claim against Andersen Con- 
sulting, the firm that 


installed the SAP software 
for FoxMeyer. 

Both Deloitte & Touche 
and Andersen Consulting 
said yesterday they rejected 
the legal claims and vowed 
to fight the case. 

The action yesterday trig- 
gered a 5.4 per cent fall in 
SAP shares, to DM965, 
against a general 4J> per cent 
market decline. 

The company, which has 
grown to be one of Ger- 


many’s biggest groups and 
the world's fourth largest 
software group, had net 
profit of DM924m ($511m) 
last year oh sales of DMSbn. 
This month it listed Its 
shares on the New York 
Stock Exchange. 

It said: “SAP makes clear 
that this claim is without 
any legal and factual founda- 
tion and it bears no relation 
to the facts. SAP followed all 
of its contractual duties and 


will defend itself fbrceftiffy 
against the charges.” 

Representatives for Fox- 
Meyer allege that SAP’s RJ3 
software could not cope with 
the high volume of orders it 
-was receiving during a 
period of fast expansion. 

The drugs distributor 
alleges that SAP misrepre- 
sented the capacity of its 
software and that it was 
used as a guinea pig for the 
new products. 


SAP was dragged into a 
separate legal wrangle last 
year when it was targeted in 
a high-profile insider trading 
investigation by German 
prosecutors. 

The investigation was 
later scaled down, but the 
bad publicity shook the com- 
pany and is believed to be a 
chief reason why Dietmar 
Hopp, one of the founders, 
chose to step down as chief 
executive. 


U.S. $300,000,000 


Scotiabank S 


U.S. $250,000,000 


THE BANK OF NOVA SCOTIA 


Floating Rate Subordinated 
Capital Debentures Due 2085 


BankBoston i 


Interest Rate 


5.8125% p.a. 


Subordinated 

Floating Rate Notes Due 2001 


Hagemeyer 

climbs 33% 
after bolt-ons 


By Jeremy Gray to Amsterdam 


issued 10th February 1986 


Interest Period 28th August 1998 

28th February 1999 

Interest Amount due 
26th February 1999 

per U.S. S 10,000 Debenture U.& 9 293.88 
per U.S. $100,000 Debenture U.S. $2,938.50 


Interest Rate 
Interest Period 


Interest Amount per 
U.S. $50,000 Note due 
30th November 1998 


5.8125% per annum 
28th August 1998 
30th November 1 998 


U.S. $758.85 


Credit Suisse First Boston (Europe) Ltd. 

Agent 


Credit Suisse First Boston (Europe) lid. 

Age* 


CITICORPO 


NATIONAL BANK OF CANADA 


UJS^350,000,000 


USS 150,000,000 

Floating Rate Subordmated Debentures 
due 2087 


In accordance with foe provisions of the Debentures, notice 
is hereby given that far the six month interest period from 

August 28, 1998 to Februatv 26. 1 999 the Debentures will 
cany an Interest Rate of 5.048876% per annum, adjusted 
in accordance with a notice published on March 10. 1998. 

The Interest payable on the relevant Interest Payment 
Date, February 28. 1909 will amount to USS 2S5.1 5 
for Debentures of USSi 0.000 
nranmal and USS 2.551 A^nt 

for Debentures of ii&gKa .. 

USS 100.000 iifffl/SSSESt 

nomriai. ■AJL£3 Luxembourg 


Netica h hmb]> rim (hot the Roto of Interest has bean feed or 
5.725% m naed of fa Original Nates and 5.8125% in respatf of fa 
Enhancement Note, aid ihetf fa SntareU payaUaonfa lelmiail In te re s t 
Payment Dcfe September 30, 1998 a g ainst Coupon No. 154 in rasped 
erf USS T 0,000 namnirfaflM Notes >5ifl be US&52A6 fn respect of fa 
Oiginal Notes and US$53.28 in impact of fa Enhancement Notes. 


U.&$500,000,000 

Fh nitiinr1tn ti- Nn* mT 1 >—On*ni»^gq.9nnK 
Notice is hereby given that the Rate of Interest has been Fixed at 
. 5.725% end that the interest payable an the relevant Interest 
Payment Date Septe m ber 30, 1 998 ogml Coupon No. 155 In res p e d 
of USS10.000nqmlndnffa Notes wSbeUSio^rffl. 


U-S435U»000,000 

Notice is hereby given that fa Rate of Interns! has been faced at 
5.8125% end mat the Interest payable on the relevant Interest 
Payment Date November 30, 1 998 against Coupon No. 49 in 
rasped erf USS 10,000 nominal of fa Nates *ri8 be USS 151 .77, and in 
reaped oHBS2S0fl<X) nonengj of fa Nates *ii8 be USS379427. 

8 lire tewed. Agcrttoi .CITIBANK : O 


Bolt-on acquisitions at 
Hagemeyer, the acquisitive 
Dutch trading company, 
drove a S3 per cent climb in 
I first-half net profit. How- 
ever, the company warned 
yesterday that growth would 
j not be as strong for the 
whole year. • 

Net profit was FI 187.8m 
($93m). Most divisions lifted 
tbeir profit margins, 
although the group’s operat- 
ing margin slipped to A9 per 
cent from 5 per cent because 
of last year's acquisition of 
Tech Pacific, the technical 
products group. However, 
operating profit surged 48 2. 
per cent to FI 340m. 

Andrew Land, chairman; 
said that the' company was 
determined to expand in the 
US to reduce its reliance an 
the European market, but 
that takeover talks had not 
produced a result “It's like 
asking a man if he wants to 
marry, and the man says 
'yes’, bat he doesn’t yet. 
know the bride,” said Mr 
Land in an interview with 
the Financial Times. 

Sales were significantly 


ahead of last year, qp 5L8 
per cent to F17bn, which 
mainly reflected the pur- 
chase of Tech Pacific and 
Asea Skandia. The technical 
products division was 
boosted by the acquisitions 
of Elapp and Fro Elektro, 
German electronics retailers, 
and purchases in the UK, 
Finland and the Nether- 
lands. These acquisitions 
cost FI 40m-FI 50m, Mr Land 
said. 

In Asia, which accounts 
for J ust 1A per cant of group 
turnover, the economic crisis 
was expected to cost Hage- 
meyer only FI lOm-Fi ism in 
net profit this year. Losses 
from some countries were 
more than ranrriipri out, Mr 
Land said. “We export 
FI l.5bn from China to 
Europe and America, which 
more than offsets the prob- 
lem in Asia as a whole,” he 
said. 

The chairman said this 
year’s rise in. earnings 
should be around 15 per 
cent, in line with the compa- 
ny's forecast tn February. 

Hagemeyer’s shares dosed 
up 70 cents at FI 7020 on the 
Amsterdam stock exchange. 


NEWS DI GEST 


FRANCE 


Bouygues brothers advance 
in battle against Bollore 


France's Bouygues brothera y«^y ! 

in their bottle of attntion 

businessman, for control of the strategy 

construction, TV and S&Wlta. 

3SV3B saraa 

StfM however, saying ft would 

to the evolution of the dossier and, in particular, the 

S incensed the 

l ssssSSS 

telecoms operations. The mattertooks set IP [90 

Paris commwdal court, where ac ^®f? av ® ‘i 

by both sides. Bouygues shares yraterdaj^droppeaFnJ , 

toFFri.130, rmichlesstoanlhe^^percentde^Tt^ : 

the benchmark CAC 40 index. BolJord Technologies was- ., 
down FFr20 at FFrl .055. David Owen, Paris 


BANKING 


Nordic groups forge alliance 


FfireningsSparbanken, one of Sweden’s top lenders, yes- 
terday announced a strategic alliance with SpareBank i. 
the Norwegian savings bank, in its first significant expan- • 
sion into Norway. Under the terms of tfia deal, the ared- . 

ish bank has agreed to pay NKr720rn ($90m) for a 25 per , 
cent stake In SpareBank 1 Gruppen, the holding company . 
controlling four regional and 16 local Norwegian savings 
institutions. . v . „ 

NUs-Fredrik Nyblaes, deputy chief executive at F6ren- 
HTgsSparbanken, said the move would allow it to distribute 
Its fond management, life insurance and bank card prod- * 
ucts through the Norwegian lender's 380 offices. He also 
signalled further aJ fiances in the Nordic region rather than 
outright acquisitions, saying they offered "greater opportu- 
nities with less risk". FBrenlngsSpartoanken already has a 
similar alliance In Finland with Aktia, foe Finnish savings 
bjuik, and a co-operation deal on product distribution with . 
about 100 small Swedish savings Institutions. SpareBank 1 
has 1.2m private account holders and about 100,000 com- 
pany clients, its balance sheet assets at June 30 this year - 
were NKr133bn. Ten Burt, Stockholm 


WestLB rises to DM660m 


Westdeutsche Landesbank. Germany’s biggest public sec- 
tor bank, said first-half operating profits after risk provi- 
sions rose 5.2 per cent to DM660m (S365mj. lt said it had 
"taken account of all discernible risks, inducting current . . 
developments in Russia". Risk provisions were 9 per cent 
higher at DM423m. FriedeJ Neuber, chairman, said foe 
results formed a solid basis for foe full year. “We have 
achieved encouraging growth in net interest aid commis- 
sion income. Despite the difficult environment, we also 
expect to show a satisfactory performance for foe year as 
a whole.” 

WestiJB’s net interest income was 9 per cent higher at 
DM2.24bn, helped by growth in lending business and foe 
expansion of global treasury operations. Net commission V 
income Increased 26 per cent to DM529m, with equities 
and securities service business (such as settlement) per- 
forming well. Trading income foil 24 per cent to DM215m; 
the bank noted, however, that some trading profits were 
included in net interest and commission income. Cost 
were 11 per cent higher at DM1.99bn, mainly because of ' 
spending on computer systems and preparations for the . 
euro and 2000. Andrew Fisher, Frankfurt 


TELECOMMUNICATIONS 


Belgacom advances 7% 


Belgacom, the Belgian telecommunications group, yester- 
day announced a 7 per cant increase in flret-ha/f net prof- ■ 
Its to BFr7.9bn ($212m), and said it expected an even 
stronger second-half performance. The former state- 
owned monopoly, now 49 per cent owned by a consor- 
tium headed by Amaritech of foe US, said turnover jumped 
11J9 per cet to BFr83.2bn, driven partly by continued 
growth in mobile phone services. 

However, this was offset by a 12.4 per cant increase in 
operating expenses to BFr71.7bn, including the costs of 
foe group’s "People, Trams and Skills" restructuring pro- 
gramme under which nearly a quarter of the workforce is 
being retrained, and a quarter more set to take eeriy retire- 
ment Belgacom said it had 23,400 employees at the end 
of foe period, down from 25,900 the year before, although 
it had recruited more than 1,000 new employees during 
foe first half. Neil Buckley, Brussels 


Allgon chief to step down 


Allgon, the Swedish telecommunications group, said yes- 
terday Torsten Koersefl, chief executive, will step down 
when a successor has been found. “Torsten Koerseti and 
the board have come to foe common view that the contin- 
ued devek^ment of Allgon will require a higher degree of 
specialised knowledge in foe telephone branch and that 
foe time is now right to prepare for the changing of chief 
executive," the company said. AFX News, Stockholm 


CEMENT MILLING 


FFE hurt by Asia crisis 


F. L Smkfth-Fuller Engineering, one of the world's leading 
suppfiers of services and equipment for the cement maiing 
industry, yesterday blamed foe Asian crisis for a heavy fan 
in first-hart sales and pre-tax profits. Sales at FFE, which is 
part of the Danish FLS Industries group, were down 
DKr950m to DKr3.Q3bn ($440m); pre-tax profits fell from 
DKrl72m to DKr85m. Problems at FFE were the main fac- 
tor behind a fan tn pre-tax profits at FLS from DKr606m 
last year to DKr349m this time, on turnover down from 
DKrlOJjbn to DKriO.Ibn. Hilary Barnes, Copenhagen 


Notice to Holders of die Convertible Bonds 


Pan-Europe venture fund float 


NOTICE 


Re Nisbo Iw*j Corporation 

"Reset of the Conversion Price" 


A National Westminster Bank 

flncorporazed m England kwtfi fmreid UabSxy) 

USS 5QQJOOQJQQQ Primary Capita] FffNs 
(Series -CH 


By Katharine Campbell 


Nonce a hereby given pursuant to Condition 5.1 J. of the 
Convertible Bonds that the Conversion Price of fa captioned 
Convertible Bonds will be reset downward as follows: 


11 C o n versi o n Price before Reset; Yen 5S1 per Share 
2) Conversion Price after Reset: Yen 441 per Share 
31 Effective Date of Reset: TtfiSepmfac 1998 (Japan nmej 


28 August 1996 


Nisso Iwai Corporation 
Tokyo, Japan 


The Toyo Trusi and Banking Company. Limited 
London 


In accordance with trie Terms and Corxfitwns of the Notes, 
notice is hereby given that for the Interest Period from Au- 
gust 2ft 1990 to November 30. 1898 the Notes wfl cany an 
Interest Rate of 5.8125% per annum. 

The interest payable on the relevant Interest Payment Date, 
30. 199B against coupon No. 52 w9 be US$151.77 
per USS 10.000 principal aroint of Note and USS 1,517.71 per 
USS 100,000 prindpai amount of Note. 

The Aflem Bank 
Kw&otbank SA bjxgmlx>uraw*s«2 


«t Principal Pttyiag Agent 


A novel pan-European 
venture- capital fund invest- 
Ing in growing technology 
companies will list on the 
I Brussels stock exchange 
next month. 

Quest for Growth, which 
underscores the surge of 
I interest in mainland Europe 
in growing companies, was 
set up by Capricorn Venture 
Partners, a Belgian venture 
capitalist, and investment 
banking boutique Quartz 
Capital Partners. Capitalised 
at BFrTOStn ($19m) it aims to 
raise BFr2bn-BFr4bn on flo- 
tation. 


The vehicle is the first 
so-called "privak", an entity 
modelled by the Belgian gov- 
ernment on the UK’s ven- 
ture capital trust legislation 
- with more liberal Invest 
- meat criteria. The fund Itself 
pays no tax and distributes 
80 per cent of realised profits 
to investors every year. In 
the form of a dividend. Bel- 
gian private investors pay 
no capital gains tax. ; 

«fOS PeeteiS, managing 

director of Capricorn and a 
director of Quest for Growth, 
coined the term “privak" as 
a member of a working party 
at the. ministry of finance 
which drafted the legisla- 


tion. There he met Johny 
Neven, then a director of the 
Brussels stock exchange, 
who quit in May to run the 
fund. 

While Capricorn concen- 
trates on what Mr Peeters 
calls “hard-nosed venture 
capital" - funding very 
young companies - Quest 
for Growth win focus on 
businesse s closer to flotation 
and those already quoted on 
the bourses specialising in 
growth stocks such as Eas- 
daq, France's Nouveau 
Marche and ther Neuer Markt 
in Germany. 

The fund will be well- 
placed to capitalise on inves- 


tors' growing appetite after 
the introduction of the euro 
for sector rather than coun- 
try specialisation, according 
to Mr Peeters, who is ala) a 
vice-chairman of Eaadaq. 

“With all this [stock mar- 
ket] uncertainty, the name 
of the game is going to be 
selection," said Mr Neven. 

"■ There are plans for subsfr 
quent 'listings and fUnd-rais- 
ing exercises on other 
regional stock markets, ' 
probably starting with Ger- 
many. 

The prospectus will be 
issued on September 7 and 
Artesia Bank is foatf man- 
ager. 
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HOWfi KONG FLAGSHIP OF U KA-SHiNG CORPORATE EMPIRE PLUNGES 78% AT HALFWAY • NET PROFITS SLIDE 71% AT CITIC PACIFIC 


NEWS DIGEST 


«»«P ; 


toll on Cheung Kong 


ShMfftaffthttetota 
ttadSsVMA ' 

WB . 


ftfcfiMntote 

f W jtnwg l n fl te 


By Lfltta Lucas 1997. Stripping this n ut the 

in Hong Ko^ drop In finniing* was less 

— than so per cent. 

Heavy Revisions at Chenng Franklin lam, property 
Kong, the flagship^ ij Ka- analyst at Wartwug Dillon 
shin 8^3 corporate empire. Read, said the operating 


resulted in a 78. per. cent 
plunge in interim net earn- 
ings, firom H8$UL78bn in the 
first half of 1997 to 

HK$3.02bn (DS$390m). 

The HKS343bn provisions 
included a second charge on 
a property already provided 
for at ' the end of last year, 
reflecting the continuing 
fre^Ml hi the pro perly mar- 
ket. Prices have dropped 45 
per cent- since the peak last 
summer. 

Provisions were bigger 
than the market had expec- 
ted, prompting some ana- 
lysts to revise fOll-year fore- 
casts for Cheung Kong and 
then- provision levels for eth- 
os in the property sector Jdr 
Ii said he saw only a limited 
pofisahDhy of farther foils in 
pr o pe rt y prices. Many ana- 
lysts disagree, expecting 


result broadly met expecta- 
tions but that the 28 per tent 
fell in the dividend payout 
was a “negative surprise". 
On an. annualised basis, the 
out will save the • group 
about HRJlbn this year, be 


the interim stage feD 45 per 
cent, from HXS7 -85bn to 
HKfcL3ibn. Earnings per 
share dropped «^6 par cent, 
from HKi2.a8 to HKJI.1I, 
while the dt vMfjnd has been 
sliced by 1&£6 per cent, from 
48 cents to 40 cents. 

The groqp, -which earlier 
this week bad its credit rat-, 
log downgraded by standard 
& Poor's, said that despite 
aggressive competition, its 







said. Hie interim dividend is telecoms division was more 
28 cents, compared with 39 profitable at the operating 




cents at the halfway stage 
last-year. 

At Hutchison, the proper- 
ty -to-ports conglomerate con- 
trolled by Cheung Kong, 
earnings were again ravaged 
by provisions - HR*2.45bn 
on two pr op erty projects and 
HKSlbn on its securities 
portfolio.- However, it al«i 
had HKS&33bn in . excep- 
tional profits from the sale 
of a portion of its Procter & 
Gamble joint venture in 
China. 

like . Cheung Kong, Hutcb- 


level than last year. 

However, there was weak- 
wm on the retail with 
Hr u attributing thk to 
reduced contributions from 
operations in China and 
south-east Asia and to the 
effect of unfavourable 
weather on mannfecturi ng 
plan t s In Hong Kong the 
group backed a weak retail 
market and reported sales in 
tee with the previous year. 

At CItk Pacific, the Hong 
Kong-listed aim of Beijing’s 


: iiwi 


Ayala Land in joint 
venture township project 

Ayala Land, the Phappoee* leading property group, 
yesterday launched an ambitious 2,500ha township project 
south of Mania, declaring hie move a vote of “complete 
confidence" in the erebaiied country. 

The lamch of Ayala South, a joint venttse project with 
Canlubang Estates and Greenfield Estate, will begin with 
an initial 350ha community development. This Is our way 
of showing our complete confidence in our country and its 
ability to overcome the difficulties and chaHanges now fac- 
ing us." said Fernando Zobel de Ayala, vice-chairman of 
Ayala Land. 

Tha hunch comas amid increasing depression in the 
Manila property market and reports erf a slowdown at Fort 
Bonifacio, the largest property development m the captfeL 
Residential prices in Makati, Manta's financial district, 
were down at least 40 per cent from the peak in June last 
year, said Rafael Garchitorena, property analyst at Indo- 
suez W1 Can in Manila. - 

Ayala Land is one of the few property groups positively 
viewed by analysts as high interest rates and the eco- 
nomic downturn take their toll on the sector. 

Justin Marazzi. Manta 
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Citic Pacific’s results were 
distorted by HK$2J2bn from 
its sale of a 7.7 per cent 


another drop of 30-40 per ison has a strong balance 


cent 

A restructuring of Mr LFs 
empire meant Chenng Kong 
reaped a -HK¥7.73bn excep- 
tional gain in the first half of 


sheet and has managed to 
lock in cash, flow without 
resorting to high-interest 
loans. 

Hutchison's net profits at 


main investment vehicle, net stake in Hongkong Telecom 
profits fiell 71 per cent from fa 1997. and by this year’s 


HKf&14bn to HKSl-Sbn. The 
company made no provi- 
sions, and said it had no 


first -half loss by Cathay 
Pacific, Hong Kangs de facto 
flag carrier which is partly 


plans to do so fa the immedi- owned by Otic. 


ate future. 


Larry Yang, chairman. 


said: “High Interest rates 
and the tightening of liquid- 
ity have "t* dp the hudn*^ 
community more cautious." 

However, analysts noted 
that Citic Pacific had 
trimmed . its interest 
expenses from the second 
half of last year, owing to 
re fixing floating loans at 
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more attractive rates and to 
interest rate hedges. 

Rnmfriffg per share at the 
interim stage fell 70.7 per 
cent, from 287 3 HK cents to 
84.4 HK cents. The interim 
dividend is to be hdd at 2D 
HK cents, although unlike 
last year there will be no 
special payout 


Indian groups face struggle to protect their software arms 

T he spectacular rise of Foreign companies cast envious eye over spun-off consultancy units, says Krishna Guha Mahmdra and Mabindra. 

Indi a's soft ware sector J ■ * 3 said the I v»r 1 of a Bomba; 

has prompted a hunt for earn about 90 per cent of - tory shifts, made Rsilbn ware development centre for raise funds because software based investment bank 


T he spectacular rise of 
India's software sector 
has prompted a hunt for 
hidden gems among the 
unlisted subsidiaries of the 
country's leading groups. 

Many of the big corporate 
ftmriKen have their own soft- 
ware service companies 
which started life as 
in-house technical support 
teams serving the great 
industrial concerns. Now the 
young software companies 
are often worth more than 
their parents. 

Tata Consultancy Ser- 
vices, the unlisted software 
arm of the Tata group, is val- 
ued at about g2.5bn - 
roughly equal' to the com- 
Hried -market capitalisation 
of Tata Iran and Steel, and 
Tata Engineering and Loco- 
motive, the country’s biggest 
private-sector steel and 
trade manufacturers. 

Mahindra British Telecom, 
a software joint venture, is 
worth up to $30Qm - more or 
less the same as the market 
vahte.of the Indian parent, 
Mabindra Mahindr a, the 
country’s biggest manufac- 
turer of utility vehicles. 

Although the software 
companies are still relatively 
small in terms- of revenues 
compared with their giant 
industrial brethren, they are 
highly- profitable' at a time 
when commodity industries 
are under the cosh. 

However, profits alone do 
not account for the differ- 
ence. - 

This, arises from a sharp 
divergence between the 
earnings multiples investors 
are prepared to pay for soft- 
ware and industrial busi- 
nesses in India. 

Drawing from experience 
in the US, international 
investors are prepared to 
pay anything from 20 to 50 
times forward earnings fora 
software company. Most 


earn about 90 per cent of tory shifts, made Rsilbn 


their revenues from the US 
and are paid in dollars, so 
have escaped the stigma of 
association with emerging 
markets. 

But with the Indian econ- 
omy in dire straits and world 
commodity prices depressed 
by the Asian crisis, investors 
are only prepared to pay 5 to 
10 times forward earnings 
for most industrial compa- 
nies. 

The unlisted software 
firms are at diffe rent stag es 
in their evolution. Tata Con- 
sultancy Services - the daz- 
zling jewel fa the crown - is 
India's- biggest software com- 
pany ,its top domestic soft- 
ware services company and 
number ' one software 
exporter. The company, 
which once clocked in steel 
workers at Tata Iron . and 
Steel at the start of their fac- 


(5259m) sales and a pre-tax 
profit of Rs2Bbn last year. It 
employs about 9£tt> consul- 
tants ami hfiayt^ an interna- 
tional client fist. 

Tata Consultancy Services 
is also among those Indian 
software companies which 
have progressed furthest up 
the value -chain to higher 
margin business. 

“TCS is able today to come 
out with solutions or prod- 
ucts for an industry such as 
financial services, retail or 
manufacturing.” said S 

Ramaifnr ai manag in g direc- 
tor. He said the company — 
wholly owned by family 
holding ««npa ny Tala Sons 
- grew 55 per cent last year. 

Many other unlisted soft- 
ware companies are also 
attracting attention, such as 
Mahindra British Telecom. 
QrigfaaD; an offshore soft- 


ware development centre for 
British Telecommunications, 
it had a turnover of about 
Bfilbn last year and employs 
1,000 consultants. 

“British Telecom contrib- 
utes 85 per cent of our turn- 
over but other customers are 
growing rapidly and we see 
them taking a bigger slice," 
said Kiran Deshpande, man- 
aging director. 

L arsen and Toubro, 
India’s biggest construc- 
tion company, recently 
spun off its tiny computer 
services business as a 
wholly-owned subsidiary. 

Investment bankers are 
excited by the oppor tu nities 
to take the bi gg est of these 
compani es to the market, in 
India or the US. 

At present the owners 
seem cool on the idea. The 
companies do not need to 


raise funds because software 
development requires little 
capital investment and pro- 
duces strong cash flows. 
“Whatever funds we need, 
we can generate internally 
and through borrowing," 
said Mr Ramadorai 

Listing may wait until 
competitors have proved the 
advantage of a stock market 
quote - for instance by 
using paper currency to 
grow by acquisition - or 
owners need to realise capi- 
tal to invest elsewhere. But 
the presence of attractive 
software arms is already 
altering the way investors 
value industrial groups. 

“Not many investors look 
at MBT as a subsidiary of 


Mahindra and Mabindra." 
said the head of a Bombay- 
based investment bank. 
“There is a lot of value that 
investors have not factored 
in." 

The rise of software firms 
is also altering the balance 
of power wi thin groups. 

Judging by the experience 
of banks with investment 
banking subsidiaries, or 
accountancy firms with con- 
sultancy arms, it will take a 
lot of skin to reconcile the 
interests of the parent and 
its fast-growing offspring. 

The first clues as to how 
this might be managed will 
became clear as restructur- 
ing plans for the Tata 
empire drawn up by manage- 
ment consultants McKinsey 

take effect 


Acer executives ask for pay cut 

Tbs chamum of Acer, the Taiwanese computer maker, 
and executives at the group's microchip unit have asked 
far their salaries to be cut to atone for steep Iossbsl 
"S enior executives have asked that their sa lanes be 
slashed to show their determination to share the hardship 
with the company," said Acer Semiconductor Manufactur- 
ing. Stan Shih, chairman, asked for a 30 per cent pay cut. 

Acer Semicon, formerly a joint venture with Texas Instru- 
ments of the US, reported a loss of T$4.8bn (US$138m) in 
1997. The company said it expected an improvement in its 
profit in 1999 under a corporate restructuring but would 
not restore salaries until business shewed signs of 
improvement. Mr Shih ordered a reorganisation of Acer 
Semicon after taking control of the company, a maker of 
dynamic random-access memory chips. Like most D-Ram 
makers, Acer has failed to find profits in the over-supplied 
computer memory chip market 

In June. Mr Shih agreed a plan with IBM whereby the 
US group would proride technology to help Acer develop 
"system-on- a-chip" logic devices. Acer hopes the plan win 
shift it into the more lucrative market for made-to-order 
"foundry" or logic chips. Acer Semicon said its new prod- 
uct line was expected to generate T$5bn in profits in 2000, 
when the chipmaking unit hopes to attain a listing on the 
Taiwan stock market Reuters, Taipei 


BANKING^ 

Thai Farmers Bank raises capital 

Thai Fanners Bank yesterday said it planned to raise capi- 
tal through an issue of 1m preferred shares and would 
issue up to $3bn of debentures. 

In the statement to the Stock Exchange of Thailand the 
bank said its board of dvectors had approved an increase 
in the bank’s registered capital from Bt13bn to' Bt13:57bn 
(S325m). Reuters, Bangkok 




Systematic success: strong revenue atma n is are deter rin g companies from feting so ftw ar e arms 


BENCKISER 

Notice of the interim dividend 1998 

The Supervisory Board of Benddser NV has declared an interim cash efividend of 
0.70 Dutch Guilders (NLG) per share for fiscal year 199S. The amount of the interim 
dividend is NLG 0.70 per Class B Common Share, nominal value NLG LOO (traded 
on tbe Amsterdam 'Stock Exchange and on the New York Stock Exchange as a New 
York Share) and NLG 0.70 per Class A Common Share, nominal value NLG 4.00. 

The time table for the interim dividend distribution is as follows: 

August 31. 1998 ex-dividend quotation at die New York Stock Exchange and 
the Amsterdam Stock Exchange; - 

September 2, 1998 United States record dare for New York Shares; 

SepleinberS, 1998 pay date in tbe Netherlands for bearer shares; 

September 16. 1998 anticipated pay date in the United States for New Yoik Stares. 

The date of payment in the Netherlands in respect of bearer shares will be 
September 8, J998. Tbe interim dividend of NLG 0.70 per share will be made 
payable at ABN AMRO Bank NV. Herengracht 59 5. ; 1017 CE, Amsterdam, tbe 
Netherlands. Holders of bearer shares wffl receive the interan dividend in cash (after 
deduction of25% dividend withholding tax), through theamhorized custodians where 
the dividend sheets idating » their shares are kept io deposit at the close of business 

of thfr Amsterdam Stodc Exchange on Angosi 28, 1998. 

Payment in respect of New York Shares is anticipated to occur on or about 
' September 16. 1998. Distributions is respect of New York Shares shall be made by 
.Morgan Guaranty Trust Company of New York, New. York, 10260-0060, U.S.A. 
Persons entitled to a t&stribmion on New York Stores and other registered _ stores 
shall be persons in whose name shares are ^repstered at September 2, 1998. Dividend 

1 - — ... m J . i V . rnL‘ i I... i~t nnll Vn nilmAf frt 


For the period Aogns» 27. 1998 
TO Febroaiy 2S, 1999 
tbe now nuc has been fixed U 

5JS62S*PJL 
Nea payment dale: 
February 26, 1999 
Qwptu nr : 13 . 
Amoani: 

USD J41.38 far the 
denonanalon of USD S 000 
USD 2 827.60 ford* 
denomination of USD 100 000 
TBnKXU. rAYMB AGENT 


BAMCaraUSTSA. 
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payments m respect oi New ouai» «« — « 

deduction of dividend withholding tax, wbereApphcaWe. 

BENCKISER NV 

Tbe Management Board 
Amsterdam ' 

Asgust.27, 1998. . 
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The Privatisation Agency of the Republic of Bulgaria, under Article 3, paragraph 3 
of the Transformation and Privatisation of State-owned and Municipal-owned 
Enterprises Act is offering, by negotiated sale, a 51% majority stake in the issued 
share capital of PETROL AD (TetroT) to a strategic investor. * ' 

Petrol a joint-stock company, is the state-owned fuel retailing business in Bulgaria. 
Prior to 1992 Petrol was the monopoly fuel retailer in Bulgaria and it now operates 
a national network of over 450 service stations. In 1997 Petrol held a 26% share of 
the Bulgarian fuel market, by volume, representing over 500,000 tonnes of fuel and 
lubricant products. 

The Privatisation Agency is seeking strategic investors with considerable experience in 
fuel product retail operations in order to develop Petrol's existing network- 

interested parties are invited to submit a formal Expression of Interest via the 
submission of Forms 15 and 16, which are available from the contact below or from 
the Privatisation Agency's website on www.privatisation.online.bg 

An Information Memorandum and Procedures Letter outlining the stages and 
timing of die sales process is available, from die Privatisation Agency, to interested 
parties conditional upon submission of Forms 15 and 16, the completion of a 
Confidentiality Agreement and receipt of a tender book fee. Bids are to be 
submitted to the Privatisation Agency before 17.30 local (Bulgarian) time on 
Monday 19 October 1998. 

For additional information please contact: 

Mrs Atanaska Bosova 
Privatisation Agency 
C/O Arthur Andersen 
National Palace of Culture 
Administrative Building 
1414 Sofia 
Bulgaria 


TeL +359 2 517 326 
Fax: +359 2 517 318 


Privatisation 

Agency 


This advertisement is issued in con n ect i on with die sale of Petrol AD and is directed only at persons of the kind 
specified in Article 8 (1) Financial Services Act 1986 (Investment Advertisements) (Exemptions) (No.2) Order 1995 
and it would be imprudent of persons of any other kind to respond to it The investment to which this 
advertisement relates is available only to persons having professional experience in matters relating to investment 
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Funds suffer ‘confiscated’ Russian assets 


and Jme Martinson 


Regent Pacific, the Hong 
Kong-based fund manager 
with a focus on emerging 
eastern European markets, 
suspended dealings in 12 
funds with a combined mar- 
ket capitalisation of over 
5100m yesterday, as the tur- 
moil in Russia continued. 

Hie affected funds, which 
include the $55m White 
Tiger fhnd, are understood 
to have a significant expo- 
sure to short-term Russian 
treasury debt. 


The government's resched- 
uling of the debt, combined 
with the free-fall of the rou- 
ble, mean those investments 
cannot now be valued. “The 
suspension of trading in the 
short-term debt until Sep- 
tember 26 makes redemp- 
tions from the fond [to 
investors who want to cadi 
in- their holding] impossi- 
ble, 1 * said John Szyma- 
nowski, an analyst at SBC 

Warburg Dillon Read. 

The affected funds had up 
to half their portfolio 
invested in short-term trea- 
sury Mis, according to ana- 


lysts. “It is mainly a Regent 
problem - they were unfor- 
tunate enough to have a lot 
of exposure and a more 
aggressive strategy than 
most other regional eastern 
European funds," said Mag- 
nus Kovacec, an analyst at 
West Merchant Bank. 

But Mr Szymanowski said 
the situation would not nec- 
essarily -cause problems for 
Regent Pacific itself: “The 
fund management business 
has its money in US dollars, 
not Russian roubles, so the 
business Is alive." 

Regent Pacific is not alone 


in sustaining serious 
on some of its funds. 

Leon Cooperman. presi- 
dent of Omega Advisors, 
which manages a $4bn hedge 
fund, said that his series of 
funds had sustained “sub- 
stantial losses" because of 
the Russia crisis. - 

“Essentially, the Russian 
government has confiscated 
western capital and nobody 
is doing anything about It.” 
he said. 

“If Russia had taken over 
a plant belonging to General 
Motors, the government 
would have done something 


about it” However, MrCoqp- 
enttan. admitted that his 
fund had - been “wrongfooted 
tn Russia". 

Speaking from New York, 
he played down the impact 
of the Russia crisis cm the 
$4bn Omega fund, saying 
that accounts without an 
exposure to Russia's fixed 
income market were up on . 
the year to date. 

Omega $24m invested 
in Russian fixed income 
securities at the . end of 
W ednesday 

The' investment was worth 
“substantially more than - 


fbajMbetan the crisis began, 
said ' Mr Cooperman. 

The : average emerging 
markets fund . operated by 
UK institutional investors 
invested between 2 per cent 
and 4 pa cent in Russia, 
-according .' to industry 
figures. 

The £230m (J376m) emerg- 
ing markets investment 
trust Tmi by Foreign & Colo- 
nial had 15 per cent invested 
in-Knss&at the end of July. 
While this is understood 1 to 
have been reduced in the 
past- month, the fund stfH 
has a significant exposure. 


Nissan seeks fast way back to the US highroad 

U&v 4--' 


Japanese carmaker's biggest chailenge 
lies in its products, writes Nikki Tart 


P urple, red and green 
lights flashed across the 
stage of a converted Los 
Angeles community centre 
as a blues beat thundered 
out. “Welcome to our 
fixture.” declared a large Nis- 
san sign hung behind half-a- 
dozen yet-to-be-unveiled 
vehicles. 

It was the final hurrah in 
a roadshow repeated in four 
US cities last month as the 
Japanese-owned car and 
truck maker tried to per- 
suade dealers, analysts and 
the media that it had a 
coherent strategy under 
way. 

The audi ences , comprising 
a good number of Nissan 
employees, applauded enthu- 
siastically - and in Smyrna, 
Tennessee, where Nissan has 
its only US production facil- 
ity, they stood on their 
chairs. Outside observers, 
however, looked on with 
more scepticism. 

No one needs a break from 
the past more than Nissan. 
Once known for its sporty 
models, Japan's second larg- 
est car and truck maker has 
lost its way over the past 
five years as it has chased 
market share and volume. 
While some of its problems 
can be sourced to specific 
difficulties In Japan and 
Asian markets. North Amer- 
ica has also been at the cen- 
tre of its troubles. 

This year, Nissan 
announced that its North 
American operations made a 
net loss of YSObn (5553m), 
pushing the group overall to 
a deficit of Y14bn. In large 
part, the North American 
deficit was due to an extraor- 
dinary loss related to the 
company's troubled lease 
programme. Nissan had been 
lowering lease terms aggres- 
sively. only to find it could 
not buy the cars back at the 
values expected. “Bitter 
medicine, but better to take 
it now," says Tetsuo Tabata, 
a Nissan director and head 
of overseas operations. 

But there were underlying 
problems, too. In a market 
which is increasingly ori- 
ented towards sports-utility 


vehicles, Nissan has been 
long on saloons. Its sports- 
utility models, such as the 
pricey Pathfinder, were seen 
as aimed at Japanese con- 
sumers rather than the US 
market. Even its conven- 
tional saloons - the Maxima, 
Sentra and smaller Altima - 
had lost ground to the formi- 
dable competition from 
Toyota and Honda. 

Much of this has been 
recognised by the carmaker. 
Management of the North 
American operations 
changed last year, for exam- 
ple. and design responsibil- 
ity has been switched back 
to the Californian unit at La 
Jolla. But now, Nissan faces 
the task of persuading deal- 
ers, analysts and the motor- 
ing public that it has at least 
the genesis of an answer. 

Some remedial action hn« 
been delineated at group 
leveL Overall it has prom- 
ised to bring down debt by 
Yl.OOObn by March 2001, for 
exampl e 

On the manufacturing 
front, it is talking about 
reducing the number of plat- 
forms - core structural 
designs - from 25 to 14 by 
2001. and to 10 by 2003. 

But other proposals are 
specific to the US. At an 
organisational level, Minoru 
Nakamura, president of the 
US operations, took cm direct 
responsibility for Nissan 
Motor Corporation, the sales 
and marketing arm, last 
pctober. when Robert 
Thomas, Its former chief 
executive officer who came 
put of the Ford stable, 
resigned. 

Mr Nakamura says consol- 
idation of Nissan North 
America and Nissan Motor 
Corporation should help to 
co-ordinate activities and 
make for a more streamlined 
operation. 

/r On the manufacturing 
front, Nissan has announced 
plans to reduce sharply Its 
US production levels, a move 
designed to bring down 
Inventories. Work at its Text 
nessee plant is being baited 
on Fridays until next March. 
This should cut output there 



The 1999 Quest SE: Nissan’s new models have been put on dsptoy in four VIS tides 


by 25 per cent this year, to 
300,000 vehicles. According 
to Michael Seergy, vice-presi- 
dent, Nissan should be back 
to two months of dealer 
inventory by the beginning 
of October, compared with a 
peak of ova five months. 

Meanwhile, the company 
hopes to get lease sales down 
from about 40 per cent to 25 
per cent by the end of this 
year, roughly in line with 
the average for non-US car 
companies in North Amer- 
ica. In recent months, Mr 
Seergy says, the figure has 
been only 12 or 13 per cent 

More manufacturing will 
be done in the US in future, 
including the new sports- 
utility model. Nissan's one 
US manufacturing facility - 
the Smyrna factory, where it 
employs about 6,000 people - 
wins efficiency plaudits: the 
respected Harbour report 
named It the most efficient 
US plant in terms of hours 
per vehicle for both trucks 
and cars. Even so, execu- 
tives talk or taking out 
another 51.000 per unit of 
production costs. 

But in the end. Nissan's 
biggest challenge lies with 


its products - and it is this 
concern the “roadshow” has 
sought to address. On the 
one hand, there are revamps 
for the Sentra and Marima 
planned for 1 999 and 2000, 
designed to give both more 
chara cter. 

By the beginning of the 
next decade, the Maxima 
and Altima should ai*n be 
built off a single platform, 
produced at Smyrna. 

Perhaps more critically, 
the company is looking at a 
new sports-utility vehicle, 
based around the currant 
Frontier model but selling in 
the under-520.000 market - 
also to he built in Tennessee: 

A nd taking a tip from the 
likes of Chrysler and 
Volkswagen, there are 
the concept cars • notably 
two hybrids, comprising a 
sports-utility truck (an 
extended cab truck, with a 
cargo bed tacked on behind, 
which could be available 
early In the 2000s), and a 
saloon, which stretches out 
to take on minivan qualities. 

Finally, as a p&ce de resis- 
tance, Nissan has produced a 
revamped version of the 


240 Z spots car - a stylish 
retro-look vehicle, which 
provided whoops of recogni- 
tion at the roadshow. 

But what does it add up 
to? The vehicles have been 
relatively well received by 
the US motoring press, 
which has seen design 
pluses and co mmer cial pos- 
sibilities in the package pres- 
ented. But lingering at the 
back of most minds is the 
suspicum flm* all these plans 
could be overtaken by 
events. 

Nissan Diesel, the com- 
mercial vehicle ™it, hag a 
pact with Daimler-Benz - 
which, in turn, & merging 
with Chrysler of the TIS. 
Already, there are suspicions 
that a more extensive agree- 
ment with Nissan could be 
on the stocks in the rela- 
tively near future. 

As Toyota’s US chief exec- 
utive said recently, the 
Daimler-Chryaler deal acted 
as a “wake-up call” for the 
industry. 

For a number of smaller 
(Japanese) entities “strug- 
gling in their home market”, 
this could be a critical time, 
he suggested- 
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Koor industries, Israel’s 
biggest holding company, 
yesterday said the country's 
economic slowdown and fell- 
ing telecommunications 
sales sent warning s tumbling 
50 per cent in the first half. 

Net income fell from 
US$9Qm, or $L2Q per Ameri- 
can Depository Share, in the 
first half last year to 545m, 
or 50 cents per ADS, this 
year. 

Revenues fell 9 per cent 
from 5L83bn to 5X-67bn ova 
the same period. 

Capital gains of $54m from 
the sale of subsidiaries foiled 
to lift Root's results. Exclu- 
ding ooe-Qff pains, t frg group 
incurred a net loss cf 59m 
for the period. 

Loss of sales from divested 
companies also contributed 
to reduced revenues. 

Jonathan Kolber, Root's 
new chief executive, . said the 
conglomerate was “actively 
redeploying assets” to focus 
on its main operations: tele- 
communications and agro- 
chemicals. 

Analysts have bear bullish 
about Boor’s new manage- 
ment in spite of poor results 
this year. “Koor. is not an 
earnings story -this year - 
it’s a restructuring story.” 
said Elis e Horowitz, Israel 
analyst at Tahman Brothers, 
the investment bank. . 

“Investors Just have to be 
patient in terms of reaping 
the benefits.” 

However, as it restruc- 
tures, the company may face 
another setback in the sec- 
ond half from MA Industries, 
its agrochemicals subsidiary. 

Meanwhile, Clal Israel, the 
country’s second-largest 
industrial conglomerate, said 
capital gains from the sale of 
subsidiaries boosted first- 
half ' net income from 
Shk62.5m to Shk215m 
(557.4m). Revenues were 
Unchanged at Shk2Jlbn- 





By Hfchanl Tomk&s 
in Hew York. 
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Shares in Starwood Hotels 
and Resorts Worldwide, US 
owner of the Sheraton and 
Westin chainSt tumbled 7 per 
cent yesterday after the com- 
pany slashed its dividend 
and 'announced a $1.2bn 
charge to bet profits. 

The moves came as part of 
a long-awaited restructuring 
that will end Starwood’s 
nniKawi status as a paired 
share real estate investment 
trust and turn it into a more 
conv entional corporation. 

Starwood said its dividend 
would be cut from 52 cento a 
quarter to 15 cents, starting 
in this year’s fourth quarter 
- a foil cf 71 per cent. 

• -R also it would 

take a non-recurring special 
charge of about $l-2bn, most 
of it representing def erred 
tax liabilities resulting from 
the reorganisation. 

Starwood’s shares, which ■ 
hit a high of 56114 last Octo- 
ber, have been falling for 
m onths in the expectation 
that the company would lose 
its paired share status. Yes- 
terday, they fell a further 
$3ft to 599ft in early trading. 

. Shares in other paired 
share real estate investment 
trusts, or reits. also fell. 
Patriot American Hospitality 
was down 5%. or 5 per cent, 
at 515K. and Meditrust was 
down 5*ft, or 7 pa cent, at 
516*. 

Until now. Starwood has 
consisted of two entities: a 
reit, which owns the hotel 
assets, and an operating 
company, which runs the 
hotels. Shares in the two are 
paired and trade as one. 

Reits enjoy a special status 
that exempts them from tax 
provided they remain pas- 
sive investment vehicles and" 
pay out all their earnings in 
dividends. 



Under the new structure*, 
the reit will become a sub-* 
sidiary of the operating com-, 
pany. Instead of paying o»L 
all its income to shoehorn-* 
ere. It wfil pay a substantial, 
portion of the dividends to* 
the parent company. 

Barry Sternlicht, Starwood^ 
chai rman and chief execu- 
tive, said the extra cash 
would enable the company . 
to grow without having to 
issue shares each time it 
needed more money. 2 

“At the end of the day. 
faced a choice between being 
a growth company or a yield-a 
driven company, and we fed' 
it was in our best interest^ 
to choose growth,” he said. *. 

Starwood’s reorganisation 
was forced by federal legisla-, 
tion that proposes removing, 
many of the tax advantage*; 
enjoyed by paired share 
reits. ■ i 

This special tax status, 
gives reits significant;, 
advantages over other com- 
panies. particularly whom 
making acquisitions, and 
helped Starwood outbid 
Hilton Hotels for ITT last; 
year. 

After that bid battle. Hil- 
ton and others lobbied Con- 
gress to close the loophole ih 
the tax law. 


Berg agrees to 
French takeover 


Berg Electronics, the US 
supplier of connector and 
cable assembly products, 
yesterday agreed to be 
acquired by Framatome Con- 
nectors International, a 
French company, in a deal 
valued at $L85bn Including 
assumption of debt, write 
our finan ci a l staff. 

Framatome will pay $35 in 
cash for each Berg share. 
The company said the deal 
had ffie approval of Berg’s 
board but was subject to 
shareholder approval 

Framatome is a wholly 
owned subsidiary of 
Friunatome SA of France. In 


1997, connectors accounted? 
for about FFrSbn ($lbn). Or 
one-third, of the parent’s, 
annual revenues of FFrlflba.- 
up from FFr4.7bn in 1999.* 
This placed it third in the 
global connectors market , 
Dominique Vignon, chairs 
man. has said connectors 
could account for half of 
Framatome 's activities from, 
early next century. The com-* 
pany is best known far lt» 
nuclear engineering busi-: 
ness. , 

Shares in Berg, which had 
1997 sales of $785m, closed 
on Wednesday at $21% in 
New York." 


Notice of a Change of Agent 

To the Holders of 

Each Issue of Bonds/Notes Listed Below 

NOTICE IS I ERE BY GIVEN m die holders of each issue (die Issue) of Boads/Noies listed below (the Notes) of the relevant issuer listed below (the Issuer) 
that with effect from 2d Sepiernlwr 1998 (file Effective Appointment Date), the relevant offices/affiliates of Morgan Guaranty Trust Company of New 
York (Morgun Entities) will resign from dteir respective agency roles in relation to die Issues listed below and that brauches/subsidiaries of 
Citibank. NA. located in die sniue cities as the relevant Morgan Entities will be appointed in their place (Citibank Entities). The Citibank Entities 
n-pincing die Morgan Entities in the respective agency roles in relation to the Issues listed below wfll be Citibank NA. London office. Citibank N.A.. 
Puris office. Citibank N.A- Brw«h office. Citibank S'. A.. New York office and Citibank AG. Frankfurt office as the case mar be. The addresses of die 
various Citiliank Entities are listed at die end of this notice. 


leaner 

Banco Di Napoli S.p.A.. 

Hong Kuug Brooch 

(•IX! Marrhe* 

(Xhiikm Company Limited 

Energie Beliecr Nederland B.V. 
Globaldmr B.V. 

Hnpwilin] Inieruadnoal X.V. 

Internal icmnl Finance Corporation 

Inicnuujdnal Final kt (kirporatkm 

Intemntinnai Finance (!nrponukni 

International Finunee Corporation 

International Finance Corporation 

Imrnmaouul Finance Corporation 

Umds Bank Pk 


Description of Notes 

L-S.S1 00.000. UOO Subordinated 
Collared Floating Rate Depositary 
Rrcripa Due 20G3 

ECU .3.000.000.000 Debt issuance 
Programme 

JPY 37-300.000.000 Secured Floating 
Raw .Votes 

Euro Medium Term Note Programme 

L'-S.Sn.OOO.OOO.flflf) .Wet Backed Noir 
Programme 

l . S3 1.300. 000.000 Glohul Medium 
Term Note Programme 

L'AS 10.000.000.000 Global Medium 
Term .More Program 

l\S.S5QQ.OOO.QOO 0.3:3% Notts, due 
2001 

CADS3QO.U00.000 Zero Coupon Notes 
due -000 

Italian Lire 130.000.000.000 Floating 
Rate Notes dne 190*1 

L .3.5500.(100.000 5.25 per cent. Note- 
due 1999 

Italian Lire 200.000.000.000 Floating 
Rate Notes due 1993 

£200.000.000 9.1)25 per emu. 
Subordinated Roods Doe 2023 


Issuer 

Lloyds Bank Pic 

Lloyds Bank Pic 

Prudential Funding Corporation 

Republic of Italy 

Republic of Italy 

Rrpuhlic of Italy 

Republic of Italy 

Republic of Italy 

Republic of. holy 

Republic of Italy 

Sears Roebuck Acceptance Carp. 

The Dow Chemical Com puny 

Konmigarikei Sverige* 
^taddirpotekdtasNa (Urban 
Mortgage Bunk of Sweden) 


Description of Notes 

£•400.000.000 7,373 per cent. 
Subordinated Bonds doe 2004 

£300.000.000 Earn Medium Term Note 
Programme 

U-Sj 32.000.000.000 Earo Medium 
Term Note Programme 

L.SJ32.000.000.000 8.75% Notes Due 
2001 - • 

U5J3923 . 600 I 0 OO 5.635V Noies Due 

1998 " .... 

U.SA7&O.790.000 6.625% Notes Due 
2003 

Yen 150.000.000.000 5.125% Notes 
Dae 2003 

U.S -52.000,000.000 9.623% Notes Due 

1999 

ECU 1.000.000.000 Floating Rate 
Notes Due SOOTi • 

UJ5JS1.5OO.Q0O.000 Floating Rare 
Not*-; One 2002 

U.S4300.000.000 6.625% Notes Due 
February 25. 2002 

U 35200.000.000 6 3/8% Notes Due 
July 13 2002 

U-S.SoQfl. 000,000 5.3 per cenr. 

Notes due 1998 


Citibank. N-A. 
P.O. Box 13055 
5 Carmelite Sum 
Lntukm E(.'4Y 0PA 

UK. 


Ci tibank. NA. 
Bui) din™ 726 
1031 Bmcaqro 
Brussel- 
Brlgiuu 


Citibank. N_V 
Cilimure. 19 Lr Pam. 
Pari. 92073 
La Defense. CEDEX 
France 


Citibank, AC . 

Near Ma Inzer Straw 73 
60311 

Fnuik fun am Main 
Cennatre 


Citibank. N.A. 

1 1 1 Wall Street. 5 th Floor 
Zone 2 

New York, NY 10<H3 
USJL 


Morgan Guaranty Trust Company of New York 

28 Annual 1998 
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Interim dividend 



Ka 


iBaMMn 


The undentQned announces that 

the Exacutto 8aard of Konintdlpn BotaWee&anen iw. with the approval 
of the Supervisory Sewn* hm derided to distribute en i^rfm dtvfdwri 
for the 1998 financial year of NLG 0.32 in C»*h per txtflnary stars of 
NLGSLOO. „ 

On nriKTMMlon of cflvidand coupon no. 16 of ih« depositary recolpa for 
onfinary .terra. NLG 032 bo peyoWem tram Sepramhw*. 1MB 

par oapoattary receipt for one ordinary share of NLG 23)0. lass 29K 
dfvMand Uoc, atiha offieas of ABN AMRO Bank N.V_ MaesPlareon N.V 
ING Bank N.V. and Kbmpan & Co N.V- in Amtterdam, the Netherlands 
HoWsra of CF depositary receipts will receive thak dMdand Drrotwh 
tbe bwftudons st which the dividend shoes of their depoafcery receipt, 
war* deposited at the clow of hutitnas s August 27, 1998. 

Copiw of the Interim moment can be obtained fro^ the comoonv 
IRQ. Box *10. NL-11B0 AK Amstehmen). 


Stichrfn V A ^n>ninraeaktr}roor 
van emWn KbnMdpBa BolcMbnanen 
SmlKTlm, August 26, 1998 


, .■> 


Fln.indol Times Surveys 


UK Private Equity 

Friday September 18 

For further information please contact: 

Alan Cunningham 
Tel: +44 171 S73 320$ 

Fax: +44 171 873 4296 

email: alan.cunningham@FT.com 

financial times 

No FT, no comment. 
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BREWERIES STRENGTH Of STERLING AND HIGH INTEREST BATES BLAMED FOB DECLINE IN CONSUMER CONFIDENCE 

S&N sees signs of a downturn 


Scottish & Newcastle, the 
OK's largest brewer, yester- 
day reported a downturn In 
trading conditions in its 
pubs ™a warned of a more 
general dedine in consumer 
confidence as the economy 
appeared to be slowing. 

Brian Stewart, chief execu- 
tive, tc3d the annual meeting 
that the bad weather, the 
Impact of the strong pound 
on tourism and declining 
consumer confidence had hit 
trading in July and the first 
half of August 

S&N brews Foster's lager, 
John Smith's bitter, Newcas- 
tle Brown and continental 
lagers such as Beck’s and 
Krorienbourg 1664. It has 
about -2,600 pubs, with 
almost 1,900 directly man- 
aged and same . 650 branded 
outlets such as Chef & 
Brewer food pubs and Bat & 
Parrot theme pubs. 

Seven weeks ago, Mr Stew- 


art said he had seen no signs 
of the downturn in sales 
reported by other br ewe rs 
and- pub operators: Begkmaf 
groups such as Wolverhamp- 
ton & Dudley and Greenalls 
had blamed poor weather for 
disappointing results, and 
the early exit of England and 
Scotland from the Football 
World Cup was cited by oth- 
ers as haring hit business. 

Yesterday, Mr Stewart 
said only that be expected 
Scottish & Newcastle to 
weather “a more difficult 
trading period” better than 
its competitors. "We r emain 
confident in our ability to 
outperform in the remainder 
of the year,” he «h 

Sir AJastair Grant, SAN's 
chairman, said consumers 
were spending lass and sav- 
ing more azdd concerns over 
the general direction of the 
economy. He M«mri fh« 
strength of sterling and high. 
Interest rates. But on bal- 
ance he said consumer 


■ Womip i 

* 

World Cup bets lift Ladbroke 


spending trends were likely 
to continue. <5ncs the rise in 

mortgage costs had not 
reached the levels of the late 
1980s. But businesses such 
as S&N could not be hmmme 
to the mace general down- 
ttun in nwnnftu luring. 

"Our 'consumers depend 
for their HveShoods upon 
the parfhHwanoft of the busi- 
nesses which employ them,” 
he said. ”Gur -perception is 
that many companies who 
have matte great efforts to 
become more efficient are 
now being adversely affected 

by cheaper -competitive prod- 
ucts.- sourced from abroad, 
and by the .relatively high 
true costs of servicing their 
financial requirements.” 

BAN shares foil 38p to 
76flp. - ' ■ - 

• Shareholders approved 
rule changes to allow SAN to 
buy back Its shares and 
jmffrpr l ffpd purchases of up 
to 20 per cent of its ordinary, 
shares before the 1999 AGM. 



Brian Stewart expects to 


thacancuttM Ashby Asftwod 


RESULTS 


Millennium bomb costs 
hit Reckitt & Column 


By John Wttaaa 


Reckitt A Col man shares fell 
sharply yesterday, after pre- 
tax profits at the household 
goods and pharmaceuticals 
group declined 7.7 per cent 
in the first half because of 
the cost of ri«i<ng with the 
mfUemrium bomb. 

The shares closed 66p 
dawn at 996p, after the group 
announced profits for the 
half-year to July 4 bad slid 
from £i65m to £l52m 
($251m). 

Year 2000 compliance prep- 
arations resulted in a charge 
of £iem against profits, with 
a further £25m of costs likely 
in the second half and the 
remainder of the £60m total 
next year. 

The strength of sterling 
and the turmoil on the Asian 
currency markets also hit 
the group, which makes Det- 
tol and Lysol disinfectant, 
and proprietary medicines 


such as Gavtacon and Dis- 
prin. Exchange rate move- 
ments knocked film off 
operating profit and £67m 
from sales. 

Vernon Sankey, chief exec- 
utive, said underlying profits 
before Year 2060 costs and at 
constant exchange rates 
were up 7B per cent Earn- 
ings per share, down from 

29. lp to 27.6p. were up 11 per 

cent cm a folly diluted basis 
after allowing for the 
systems costs and currency 
movements. 

“Overall we are pleased 
with the results.” he said. 
"We continue to deliver 
double-digit earnings growth 
at constant exchange rales." 

Turnover on continuing 
operations was fiat at 
EUibn. 

Mr Sankey said Reckitt 
continued to focus on estab- 
lishing number one and two 
positions in. its markets, 
with almost 75 per cent of 


sales from such products. 
These bad the highest 
growth prospects and mar- 
gins, he added. 

The group's strategy was 
to globalise these brands and 
to concentrate on developing 
markets- This exposed the 
group to volatility, Mr San- 
key said, with turnover and 
profit down in south-east 
Asia, which accounted for 

about a per cent of group 
profit. 

But Latin America pro- 
duced Uke-for-hke Mies 
increases of ID per cent, with 
even stronger performance 
in Brazil, which accounted 
for 60 per cent of business In 
the region. 

In North America. Reckitt 
fended off an attack on Its 
market-loading Resolve car- 
pel cleaner, raising turnover 
7 per cent and profit 1.3 per 
cent 

The interim dividend is 
9-5p, up 9.2 per cent. 
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Economic- turmoil in Asia 
halved - Ladbroke’s hotel 
profits in the region; as trav- 
eilecsrtayed away from snch 
political hotspots as Indon- 
esia; and Japanese compa- 
nies reined in spending on 

hamtp TpHn g . 

But the World Cup gave a 
boost to the betting busi- 
ness, "contributing £l2m 
(520m) in total, of which £6m 
was accounted for in the 
first half 

However. In the hotels 
(fitfskm. strong recovery in 
mainland Europe and contin- 


ued good trading in the UK 
and the Americas offset a 
downturn in Asia and the 
Middle Hold operating 
profits rose 6 per cent to 
£802m. • 

Group pre-tax profits rose 
from £ioi_2m to £l23.7m in 
the six months to June 30, 
owing to a 42 per cent 
increase in betting profits 
and solid trading in the Hil- 
ton International hotels busi- 
ness. Total sales rose 24 per 
cent to £2.4bn. 

Operating profits in Asia 
and Australasia fell from 
£123m to £&6m on sales 
down 25 per cent to £230 2m. 
They also fell in the Middle 


East and Africa, from £&5m 
to £6.3xn. after fhe Luxor 
massacre in Egypt last 
November and political diffi- 
culties in Kenya. * 

However, the UK - which 
accounted for 55 per cent of 
hotel profits - remained 
robust. Peter George, chief 
executive, said be saw no 
signs of a UK downturn. 
European hotels staged a 
strong recovery, with operat- 
ing profits up 25 per cent to 
£15im. 

Mr George said Hilton 
International had secured 13 

new management oontmrtg 

in the first half, for a total 
equity stake of less than 


310m, putting it mi track to 
achieving the annual target 
of 20 new contracts. 

In the betting and gaming 
division, operating profits 
rose from £S&9m to £80.7m, 
driven by European retail 
betting which jumped 55 per 
cent to £8&2m. A drop in the 
number of Asian high rollers 
contributed to a 42 per cent 
fall in casino profits to 
tafln 

Net debt of £S42.6m 
(£702, 9m) gave gearing of 57 
per cent (44 per cent). Inter- 
est cover remained 4B times. 
An interim dividend of 2£4p 
( 2 £p) is payable from earn- 
ings of 8-03p (&54p). 


Ewningi shorn basic. Kvidends shorn nat except few. Figaro to bracket! are tv con wp oHli m penod. *Mv excepfateui charge. f After mc n plic re l embt tfonign 
Income (Mend. 10n tacreased capteL ifrAtoi stock. Alrish cunencjr. A Comparatives resated * Comparatives far sa months to September 30. 4AI October 3i. §ToM 
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Ruud appointment gives 
Newcastle United a fillip 


By Patrick Harveratm 



Newcastle * Drifted, * the 
publicly quoted football dub 
which’ has endured a misera- 
ble run of form on and the 
off the pitch ginr* flotation 
last' year, received a rare 
vote of approval from the 
City yesterday when the 
appointment of Bond Gullit 
as its new football manager 
lifted fhe share price by 12 
per cent 

Griffith who was sacked as 
manager of another quoted 
chib. Chelsea, last February, 
replaces Kenny Dalglish. 
Newcastle said the former 
Liverpool and Blackburn 
manager had tendered his 
resignation last week, 
although Dalglish appeared 
to disagree with the chib's 
version of events. 

Although football stocks 
do'. -not normally move 


sharply in reaction to. hir- 
ings aqd firings, yesterday's 
6V.p Increase in Newcastle’s 
share price' to 6% reflected 
the belirf among investors 
that under Gullit the tym 
would stand a better chance 
of "achieving p 1 ”** 8 on the 
pitch, and thus generating 
extra income for the cfob. 

Since its April 2397 flota- 
tion, Newcastle has hardly 
put a foot right. The team 
has failed to win a trophy or 
mount a meaningful chal- 
lenge for the league title, 
and the club’s business man- 
agement has been in almost 
constant turmofl. - • 

A string of directors 
resigned amid scandals arid 
internal dissent - sltra 
between majority share- 
holders and non-executive 
officers; while ambitious 
plans for a new stadium 
were shelved due to local 



protests. The combination of 
these problems and inves- 
tors’. loss of confidence in 
football stocks has cut New- 
castle’s share price by more 
than half from its 135p Issue 
price. 


‘EVER WISH YOUR MANAGERS UNDERSTOOD THE 
LATEST MANAGEMENT TRENDS AND COULD 
APPLY THEM EFFECTIVELY?’ 


No wishful thinking required. 

Business is changing fast It's hard 
just to keep up with the day-to-day 
workload, let alone the latest trends. 

So how can your managers stay 
informed of relevant management 
issues?. How can you be sure that 
your company is building brainpower 
today to prosper tomorrow? 

FT Mastering holds the key. Every 
month- the Mastering Management 
Review brings together the most 
valuable and provocative manage- 
ment thinking from leading business 
schools and expert practitioners. 

We also take a littfe time to explain 
some of the basics. And our website 
provides further reading material for 

■those who want more depth. - 



How does it work? 

Corporate subscriptions to the 
Mastering Management Review 

and website start from £950. 

To begin building your 
company's brainpower ring 
.444 @0)181 507 0181 or email 

aubscribeOftmastBring-coni. 


FT MASTERING 

WWWPTMASTERING.COM 

444(0)181 5970181 



Rolls-Royce 



• Profit before tax up 16% 

• Earnings per share up 10% 

• Dividend up 11% 

• Record order book, £10bn 

•This is a sound performance. By pursuing consistent strategies we have achieved 
10 per cent growth in earnings per share whilst continuing to develop leading 
positions in growing markets. The order book, at £10 billion is at its highest ever level, 
with a further £2 billion announced but not contracted. 

We have increased investment in the business, both in capital equipment and research 
and development, and expect to maintain our progress. We continue to target double 
digit earnings growth based on our view of market conditions.” 

Sir Ralph Robins, Chairman 


| Group Profit and Loss Account ^ 


Half year to 

30 June 1998 
Unaudited £m 

Half year to 

30 June 1997 

Unaudited £tn 

Restated 

Turnover 

2,099 

2£42 

Group operating profit 

138 

115 

Profit before taxation 

135 

116 

Taxation 

(27) 

(20) 

Minority interests 

(1) 

- 

Profit attributable to shareholders 

107 

96 

Dividends 

(36) 

(33) 

Earnings per share 

7.17p 

650p 

Group Balance Sheet 

Sj Cash Flow 


Net cash balances 

27 

175 

Equity shareholders' funds 

1,530 

1,373 


Prior period comparative figures have been restated to reflect Financial Reporting Standard 9 
"Associates and joint ventures". The interim dividend of 2_45p (1997 22p) is payable anil January 
1999 to shareholdeis on^ the register on 30 October 1998. The ex-dividend date is 26 October 1998. 


Rolls-Royce pic 65 Buckingham Gate, London SWT E6AT. 
wwwroils-foycexom 
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COMPANIES & FINANCE: UK 


Whirlwind from Idaho has an 
investment house humming 

One Dudley Jr has been overhauling the fund management 
arm of Scottish Widows since becoming its head at the 
beginning of the year, writes Jane Martinson 


An uphfll task for ifie new broom 


T be office of One Dudley 
Jr in the plush new 
headquarters or Scottish 
Widows overlooks the back 
of Edinburgh Castle. 

This vantage point seems 
fitting for an American 
invader, who has taken 
charge of the fund manage- 
ment arm of Scottish Wid- 
ows Investment Manage- 
ment, Scotland's second 
largest mutual. 

His arrival at the begin- 
ning of the year as chief 
executive of Swim has 
prompted tbe departure of 
two of the company's most 
senior investment profes- 
sionals. 

He then reorganised asset 
allocation at the company, 
which has some £31bn 
($51bn) under management 
resulting in substantial 
shifts in its portfolios. 

Rather than causing con- 
sternation. however, his 
assault has been largely wel- 
comed by investment consul- 
tants and even senior mem- 
bers Of Scotland’s f inanc ial 
industry. 

One leading fund manager 
said: "Swim had really 
become a bit dozy. It needed 
a breath of fresh air." 

The reaction is largely 
because of a sense that 
tough action is necessary if 
Scottish Widows is to be 
taken seriously as a fund 
manager rather than a 
sleepy mutual insurer. 


Consultants point out that 
Swim had lost hundreds of 
millions of pounds in UK 
pension fund business last 
year alone because of poor 
performance. 

Mr Dudley has spent his 
first six months tackling five 
main areas of Investment 
performance. The first of 
these was asset allocation. 
“When I walked In, it was 
being formulated by a cast of 
thousands,” he says. 

He immediately cut the 
number on the central 
investment committee from 
15 to 5 and put himself at the 
bead of it. He is now looking 
for a chief investment officer 
and aims to introduce more 
analytic tools. 

Swim has completely 
rebalanced Its equity portfo- 
lios in the past few months, 
which has led to turnover of 
£5bn of shares In the UK 
alone. 

The area of UK equities 
has perhaps seen the biggest 
upheaval following the 
departure of Stan Pearson, 
who was in charge, and Les- 
lie Robb, was moved from 
his position as co-head of UK 
equities. 

Mr Dudley, who has 
worked with Putnam, the OS 
asset manager, felt that 
Swim's UK holdings “looked 
a bit too much like an 
index". 

Since tbe beginning of the 
year, the company has cut 


its weighting in the FTSE 
All-Share by 3 percentage 
points to 51 per cent and 
investments in 120 comps - . 
Dies have fallen to 70. 

The company’s removal of 
£50Qm from. UK equities in 
one swoop last month 
shocked brokers, who ques- 
tioned the heavy costs of 
such a market-moving with- 
drawal. 

Mr Dudley admitted that 
the trade could have been 
handled better, hut added 
that all the fuss related to 
the “tail end" of tbe manoeu- 
vre - 

Other changes to Swim's 
equity investment include 
the addition of a sector- 
based approach for the big- 
gest companies. 

Tbe bond team, mean- 
while, has been strength- 
ened alter the departure of 
Ken Robertson, another com- 
pany stalwart. Mr Dudley 
intends to increase the team 
from four to eight in the 
next two years. 

M r Dudley believes his 
last change - the 
introduction of an 
individnal element to the 
bonus package for staff - 
could be the most signifi- 
cant 

The 54-year-old from Boise, 
Idaho, says the move 
brought 3JS culture to play 
in a tangible way”. If tbe 
scale of the changes so far 
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has been ambitious, so are 
Mr Dudley’s plans. He wants 
funds under management to 
more than double to £100bn 
in five years' time, through a 
combination of organic 
growth and acquisitions. 

“I have got to beat Merrill 
Lynch. Goldman S achs and 
Morgan Stanley,” he says, 
making it clear where he 
thinks Swim should he In a 
world he expects to be 
increasingly polarised 
between niche providers and 
global groups. 

The company is under- 
stood to be able to assemble 
a war chest of up to £SOOm to 
make an acquisition. 


Mr Dudley, who is a board 
member at Widows and is 
believed to have, the support 
of Mike Ross, its chief execu- 
tive, says the company is 
under-represented in the US 
and continental Europe. 

After six months laying 
the groundwork, Mr Dudley 
is now ready to look for 
those opportunities. .• 

“1 spent the first six 
months looking inwards. 
Now I can be more outward- 
looking," he says. 

Most of Swim’s funds are 
derived from the insurance- 
based products of its parent 
company. If Mr Dudley is 
to change that, he needs 


.good performance and 
an . increased marketing 
effort. 

In his latest report to 
policyholders, Mr Dudley, 
who confesses himself to be 
keenly ‘ Competitive and 
amhrtinnft, writes: “lhe cul- 
ture at Swim, to the degree 
it' mirrors the chief execu- 
tive’s personality, will 
change accordingly.” 

The next six mnnthe are 
unlikely to see the pace of 
change slow. “We have made 
the changes, hut we are 
very much aware that the 
kind of improvement we are 
seeing has to continue,” he 
.says. 


Any company pledging „ 
double-digit earnings growth . 

for the next four years will ajwpdttraMheBBW 
surely command a premium FTffiBtfnmHnaM** 

rating- Br. no. Rolls-Royce - *»- 

made that commitment, -jjq b ~ — 

yet it languishes at a 3040 1 

per- cent discount to the mar* no 4-1— 7- 

keL Respectable results yes- - i . - 

terday were rewarded with * ll . 

an 8 per cent slide in the 90 — ^ ~ ’ 

shares. Investors must think p ( LM . *1 , 

that John Rose, .chief execu- 'Unn piulk ‘ 

tive, is not a man of his ' jd _pr_ — ll. — lu 

word, or are. dazzled by a , f ", 

vision of a world on the edge -LJ. „■ J « « 

of a financial abyss. Either - 199& 92 94 * , . 

way, they risk missing a SBcaxt***m**y- 
good story. True, profits were ._ 

helped by lower net research and development costs, while 
the operating margin fell- But both issues were well flagged 
and neither is threatening, although margins will of course 
need to improve if the doubletiigit target is to be met; 
increased defence and parts sales should help, as will Prog- 
ress on costs. If a global downturn arrives, no company will 
escape. But strong order books make Rolls-Royce's earnings, 
more secure - and more visible - th an most, as do strong 
positions in markets with high entry barriers. On a 1998 
coming s multiple of 14, the shares are a buy. 

Reckitt & Coiman 

Timing s growth above 10 per cent may be welcome in 
felling markets, but not when it is achieved with mirrors. 
Strip away sterling’s strength, millennium costs, brand dis- 
posals and a lower tax rate, and Reckitt & Column's interims 
were a tad disappointing. The -main wobble came in the US, 
although the competitive pressure was not so surprising 
after Procter & Gamble’s recent caution. 

It was ever thus. In Redritfs two big mature markets, 
Europe and North America, sales growth is slow. Margin 
improvement is also an uphill task from a relatively high 
base - Reckitt does not share Unilever’s recovery creden- 
tials. The growth areas are in emerging markets, currently a 
cue for nervous investor reaction. Reckitt will rightly stick 
to its piny its best opportunities do lie in countries like 
Brazil and T ndia it does have more scope to streamline 
globally. But because its strong position In mature markets 
invites questions about consolidation, speculation about a 
deal in Europe or the US will not go away. This leaves 
resilient Reckitt well underpinned on a market rating. 


Australia slows Guinness Peat I Independent Newspapers falters 


By David Blackwell - 

Guinness Peat Group, the 
investment company that 
lost a contested bid for Blue- 
bird toys earlier this year, 
yesterday reputed a 19 per 
' cent fell in interim profits to 
£1 5 .8m ($26m). 

But after a sharp reduc- 
tion in the tax charge, earn- 
ings rose from £38p to 3.07p. 

The group, chaired by Sir 
Ron Brierley. still has stakes 


in Sketchley and Staveley 
Industries, the services 
groups, and Young’s, the 
brewer. Blake Nixon, execu- 
tive director, said Guinness 
Peat had made good progress 
in the first half , but was tak- 
ing a cautious stance in the 
second in view of the market 
decline. “A lot more compa- 
nies are starting to look 
interesting - but we are 
being a lot more selective.” 

-The fell in tbe tax charge 


from £7.63m to £909.000 
reflected a decline in invest- 
ment famine at Tyndall Aus- 
tralia, the 50 per cent owned 
life assurance and fund man- 
agement subsidiary. Mr 
Nixon said find .after strip- 
ping out the Tyndall figures, 
underlying operating profits 
were £7m ahead. 

About £2£m of this was 
generated by the sale of Its 
2Z9 per cent stake in Blue- 
bird toys to Mattel the US 


toy group that won the con- 
tested bid. A further surplus 
came from the sale of its 
stake in Allgas Energy in 
Australia to a US utility. 

hi March the .group halved 
the number of shares in 
Issue to 419m after a rights 
issue followed by a scrip 
issue. However, Mr Nixon 
admitted that the consolida- 
tion had not had tbe desired 
effect. The shares closed at 
41‘Ap, down 2V4p. 


By Janette Owen 

First-half profits at 
Independent Newspapers - 
the Irish group which in 
March took control of The 
Independent and The Inde- 
pendent -on Sunday - fell 
I£5m (57m) as a result of cur- 
rency factors and acquisition 
costs. The group, which 
owns newspapers, maga- 
zines, outdoor- advertising 
and electronic media , spent 




Tcfltm on expansion in the 
six months to June 30. 

Pre-tax profits fell from 
I£39m to l£34-lm, on turn- 
over of ICfiaifrn G£285£m). 
Operating profits rose from 
I£49.1m to I£S5 Am. 

In March Independent 
Newspapers, chaired by 
Tony O’Reilly, acquired the 
remaining 532 per- cent -of 
Newspaper publishing, pub- 
lishers of the Independent 
titles, for l£4m. James' Par- 


kinson, finance director, esti- 
mated The Independent and 
its Sunday paper had lost 
T Efit n in the first half. 

The group also bought an 
outstanding stake in Wilson 
& Horton, the New Zealand 
newspaper company, and 
increased Its shareholding in 
Independent Newspapers 
Holdings of South 'Africa to 
73 per cent 

Mr Parkinson said that 
currency weakness in New 


Zealand cost the group I£2m. 
He forecast it could have 
even more of an effect in the 
second half. However the 
group managed to Increase 
operating profits by 6 per 
cent to NZ$43.6m <$21-5ml 
Ten of the group’s 14 
newspapers in South Africa 
showed an increase in circu- 
lation, but costs- are to be 
tightened to counter the 
weakness in the rand and 
interest rate rises. 
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The world is shrinking, 
whereas your scope is 
growing. WestLB, one 
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wholesale banks, has 
the worldwide network 
to match all your plans. 
We have both the 
experience and the 
potential to achieve 


exceptional goals with 
you. So no matter how 
high you set your goals, 
you can rely on us to 
get you there. To get 
in touch just call our 
automatic fax service 
on (+49)211 537 9522 
or visit our Web site: 
hnptfwww.westib.com 
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TWO PRIME FREEHOLD OPPORTUNITIES 
FOR SALE 

LONDON, Nl - 

Sll K 1 48/48A EAGLE WHAJRF ROAD Sc BUENECEXM WHARF 

• 0-3 Ha (1.23 aaes) Approx, i n c l udi n g 3883-5m* 141800 ft 1 ) predo minantl y imytHmi 
■ commertial butidinga. 

SITE 2 213-215 NEW NORTH ROAD 

• 0-27 Ha (Q.67 acres) Approx. 

• Prominent comer site. 

Canal-aide location aRnounmely \h mik from City of London. 

Suitable fa a range of uses subject to planning. 

For more information please contact 


[0171-256 7400 
David Read 


Richard Evans 


FI 


WWF 

World Wide Fund Few Nature 
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A Prime Site for your 

Commercial Property 
Advertising 


Advertise your property to approximately 
1 mU&on FT readers hi 140 countries. 
For details: • 

Louise Hawker +44 (0)171373 awi 
Fax: +44 (0)171 873 3098 
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EURO PRICES 


EQUITIES 


Russian crisis takes its toll 


CURRENCIES & MONEY 


FT SYNTHETIC EURO RATES 

mv 


iteiMtar 


EUROPE A N OVE RVIEW 

By Vincent BofeKd 


European stock markets 
were sent reding again yes- 
terday by the worsening cri- 
sis to Russia. Share prices 
fell across all sectors, 
spreading out from the bank- 
ing stocks that sank on 
Wednesday after figures 
began to emerge of lasses on 

R ussi an positions. 

Markets m the euro bloc 

did not show the huge fang 

evident in central and east- 
ern Europe - share prices 
fell 17.3 per cent in Moscow. 
14 per cent in Budapest and 
6 per cent in Warsaw. But 

fTSEBarotpp^bEmiBbloc V 


traders said there was evi- 
dence of heavy selling, 
although some of the 
declines were due to an 
absence of buyers as winrfi 
as to pre s s u re from investaiB 
bailing out 

The FTSE Burnt op 100 
index of leading European 
shares fell 9Z29 points or 
3-44 per cent to 2^a&3& The 
broader FTSE- Eurotop 300 
index fell 42.6 points Or 3£6 
per cent to 1420.77. The 
FTSE Ebloc 100 Index of 
companies within the pro- 
posed euro region Ml 
per cent, or 401 per cent- to 
925.47. 

Financial stocks were 
again -among the main casu- 




aides, and theindes of retail 
bank shares fefl 549 per can 
on farther specula tioa about 
bow their ibrtnnes win be 
affectedby their exp usure to 
the Rnssiap market Shares 
of CS Group tumbled 
another Ecu 13.10 to Ecu 
16025, Deutsche Bank fell 

Ecu 4J50 to Ecu 5135, and 
UBS M3 Ben 1420 to Ecu 
30456. • 

Credit Suisse First Boston, 
the Swiss-owned investment 
bank, baa suffered losses of 
up to SSOOm because of Rus- 
sia's impact, while other 
hante: are also he giiw^ng to 
acknowledge problems on 
their Russian loan portfolios 

anH proprietary prwitfwwt 


• Car com pa ny Shares also 
suffered, with the automo- 
bile sector index failing 5.49 
per cent German manufac- 
turers were the worst hit; 
Volkswagen Ml Ecu 480 .to 
Ecu GGLSO. Daimler Benz also 
fell Ecu 480 to 83.37, and 
BMW fen Ecu 2L90 to Ecu 
me. 

The oil, building materials, 
household goods, healthcare, 
insurance and information 
technology sector indices all 
fell by more than 5 per cent. 
Every sector fell, however, 
except for the UK-based 
water stocks, which rose 
slightly, while the overall 
UK index. managed a email 
degree of outpeifbnnance. 
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U.S.$200,000,000 

Primary Capital Perpetual Floating Rate Notes 
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BANCO CB*nXAL 
DC LA fiEHJBUCA DOMNCANA 
PDi BOND DUE 2009 
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is hereby given lhar Far the six month Interest Period from 
August 28. 1 998 to February 26, 1999 8» Bonds wifi cony an Intarari 
tote of 6^25% (ve. and the Coupon Arnwrl per U-S.ST,000 nomined of 
the Bonds wifi be U.S.S33.49. 
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Deutsche Morgan 
Grenfell Group pic 
(fonnerty Uo^m GmOeB 
Ooap pic) 

US$200,000,000 
Undated primary 
capita] floating 
rate notes 

For the Interest period 28 
August 1998 to 26 February 
1999 the rate o( Interest will 
be £3375* per annum. 

The Interest payable on 
26 February 1999 wW be 
USS300.17perUSS10.Q00 
note and US67.504JH per 
USS2SO^OO note. 

Oobal Agent and Trust Services. 
Citibank, PIA, London 

28 August 1998 
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Priawy Capita Untatad 
Floating Bate Hates (SerinS) 

For fie sbr itartbo, Augita 28, 
1999 to Fobruary 26, 1998. Km 
Notes aril cany an Inleresl 
rate of £787» pA. with a 
Coupon Amouit 01 U-S- $2S2£9 
payabte on February 2B, 1999. 
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First Bank System, Inc 

U5S200.000.000 
Subordinated floating 
rate notes due 2010 

Notice b hereby given that 
for the Interest period 28 
August 1998 to 30 November 
1998 tbe notes wfD carry an 
Interest rate of £9375% per 
annum and that the Interest 
payable on Use relevant 
interest payment date 30 
November 1998 will amount to| 
US$15533 per USSlOjOOO note 
and U5S3375J37 per 

US$250,000 note. 

Qobal Agency and Twtt Services, 
QUburic. NA. London 

28 Angus 1990 
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Primary Capital Perpetual 
Floating Rate Notes 
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5.9375% pa. ami the Cogpn Amount per Ui$l(l000 vrifl be 
USJ 155.03. 
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£250.000.000 
Subontn a iBd noghng Rate 
Notes 2001 ^ , 

For the three months From 
August 27. 1998 to Nwwiter 27. 
1998the Notes will carry an 
interest rate of 7.85% pj. Dn 
November 27. 1998 interest of 
£98.93 «aH be due per £5,000 
Note and £989.32 in respect of 
£50,000 Nixe for Doflpon no. 50. 
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INTERNATIONAL CAPITAL MARKETS 


Safe-haven buying bolsters prices 


GOVERNMBfT BONDS 

By Jeremy Grant in London 
and John Labate in New York 

Waves of safe-haven buying 
sent bond prices higher yes- 
terday and some yields in 
the US, Britain and Ger- 
many to record lows as 
emerging market worries 
rippled across the globe. 

The benchmark US 30-year 
long bond yield reached a 
record low of 5.369 per cent 
and in the UK, the gilt 

future outperformed its Ger- 
man bund counterpart for 
the first time In weeks as the 
UK market shrugged off 
domestic interest rate con- 
cerns. 

Russia’s political and eco- 
nomic woes dominated trad- 
ing screens throughout the 
day, with analysts concerned 
about how the Japanese and 
Hong Kong stock markets 
would perform overnight. 

The contagion effect from 
Russia lias worsened to an 
extent that many market 
participants are buying 


bonds on a belief that the 
.global economy is likely to 
be affected soon, in spite of 
the relatively small size of 
Russia’s economy. 

That mood was bolstered 
yesterday as the Dow Jones 
industrial Average index of 
leading shares lost 350 points 
in early trading. 

In Latin America - a key 
emerging market - stocks 
plummeted in reaction to 
events in Russia. 

Moscow suspended all rou- 
ble foreign exchange trading 
yesterday and said today's 
session would be cancelled 
as welL 

A Reuters poll of global 
fund managers revealed yes- 
terday that they bad boosted 
their holdings of US and 
European bonds since June. 

Some analysts said that 
with government bond 
yields at record lows, there 
is increasing pressure on the 
US Federal Reserve to cut 
Interest rates. 

“The longer it takes for 
the Fed to wake up and 
smell the coffee, and for the 


hawks to look beyond jobs 
data, the more protracted 
the melt-down m emerging 
and equity markets will be," 
said Kit Juckes, head of 
bond and currency strategy 
at NatWest 

US TREASURIES surged 
on a new flight to quality bid 
as US investors began the 
day with new concerns cen- 
tred on the Russian financial 
system. 

By early afternoon the 
30-year Treasury long bond 
was up £ to ioi$, sending 
the yield plunging to a 
record low of 5.369 per cent 

While Treasury bills were 
weaker, the market for most 
notes improved with bonds. 
The 10-year note was up jg to 
1044, yielding 5.085 per cent, 
but the two-year note fell 4 
to 100%, yielding 4.926 per 
cent 

With many global stock 
markets in retreat on Rus- 
sian fears, US shares opened 
lower and continued falling 
throughout the morning ses- 
sion, triggering new buying 
of Treasuries. 


The Commerce Depart- 
ment reported that GDP for 
the second quarter had been 
revised upwards to 1.6 per 
cent from the earlier 
reported 1A per cent rise. 

Inventory accumulation 
figures were revised down- 
ward while consumer spend- 
ing estimates were revised 
upward. The price deflator, 
based on chain-weighted 
GDP. was OA 

In a separate release ini- 
tial unemployment Insur- 
ance nlaims were shown to 

have fallen 6,000 to 297.000 

for the week ending August 
22. Today, new figures on 
personal income and con- 
sumption will be reported. 

UK GILTS broke oat of 
recent trading patterns and 
joined the global govern- 
ment bond rally, helped by 
fresh evidence that UK 
growth Is slowing. 

The yield on the bench- 
mark cash 10-year gflt fell to 
5.35 per cent, its lowest since 
the 1960s; Still in the cash 
market, the spread between 
the benchmark gilt and bund 


narrowed by 4 bams points 
to 122. 

The September 10-year 
futures contract settled L07 
points higher at 11209 in vol- 
ume of 62,000 contracts 
traded. 

Neil Parker, treasury econ- 
omist at Royal Bank of Scot- 
land, said: “Traders have 
realised gilts are a better bet 
on the yield, and that the UK 
has limited exposure to Rus- 
sia, whereas . Germany's 
exposure Is more substan- 
tial. This Is something I 
would expect to continue." 

The Confederation of Brt t- 
Ish Industry yesterday 
painted a gloomy economic 
picture for the UK, cutting 
Its forecasts for this year 

anri next 

GERMAN BUND$ were 
bolstered by rumours in the 
market , that Russian presi- 
dent Boris Yeltsin might 
resign. 

The September 10-year 
bund future settled 1.09 
points higher at 113.92 in 
heavy volume of 575,000 con- 
tracts traded In Frankfort' 


Fannie Mae adds 
to benchmark 


INTERNATIONAL BONDS 


By Edward Luce 


Fannie Mae. the US 
mortgage agency, yesterday 
took advantage of market 
turmoil with a $2bn to 
reopening of the 10-year dol- 
lar benchmark issue it made 
in May. 

The offering, which will be 
priced today, is expected to 
yield a spread of 56 to 57 
basis points over the US 
Treasury benchmark. 

The bond, which will be 
lead-managed by Lehman 
Brothers, J. P. Morgan and 
Merrill Lynch, comes at an 
opportune moment for the 
borrower. 


WORLD BOND PRICES 


With the 10-year swap 
spread having widened to 85 
basis points - the widest 
since 1990 - Fannie Mae can 
offer a decent spread to fixed 
income investors while 
exceeding its sub-Libor fund- 
ing target after having 
swapped the deal 

The original bond was 
launched at a spread of 33 
basis points over the Trea- 
sury while the swap spread 
was less than 55 basis points. 
Fannie Mae, in other words, 
has achieved cheaper fund- 
ing than on the original 
offering. 

“Both European and US 
investors are clamouring for 
AAA paper," said one offi- 
cial. “Fannie Mae has chosen 
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just the right moment to 
take advantage of the global 
turmoil." 

ITALY also seized the day 
with a well-timed foray into 
the Swiss franc sector. 

The SFrlbn offering, 
which was lead-managed by 
Warburg Dillon Read, came 
at a cheaper Libor rate for 
the borrower them on its last 
lb-year Swiss franc deal in 
1997: 


This was said to be a func- 
tion both of the current 
flight to safety climate and 
the fact that Italy’s credit 
standing has improved sig- 
nificantly since bilateral 
rates were fixed between the 
first wave entrants to Euro- 
pean monetary union in 
May. 

The offering was Italy's 
third in a non-Emu currency 
In the last three months, it 


having issued a 30-year ster- 
ling bond and a lb-year dol- 
lar offering 

“Italy wants to diversify 
its funding base outside of 
Emu," said an official About 
90 per cent of the offering 
was sold yesterday. 

Elsewhere, the European 
Investment Bank Is 
rumoured to be preparing to 
follow Fannie Mae’s lead 
with a dollar offering. 


Japanese 
bank to 
securitise 
US assets 


ByEdwanUnce 


Tokyo Mitsubishi Bank, 
Japan's largest and highest 
rated bank, is planning to 
isuxe its first asset-backed 
bond baaed on, Ks US lending 
portfolio. - - 

The S225bn offering, to be 
launched in the next few 
weeks, will be based on 
TUB'S lending to US corpo- 
rations. It will not include 
Fending to Japanese or 
emerging market entities. 

The bond, which follows 
two securitisations of TMB’s 
domestic lending portfolio 
over the past 12 months, is. 
not the first securitisation of 
Japanese lending to US enti- 
ties. Others, including Sumi- 
tomo and the Industrial 
Bank of Japan, have nndsi> 
taken similar transactions. 

However, as the 10th larg- 
est lender in the US market, 
TMB is comfortably the larg- 
est foreign bank in the US. 
The bond, to be led by Tokyo 
Mitsubishi International and 
J. P. Morgan, will be in five 
tranches, with the largest, of 
SL95bn, rated triple A. 

Japanese banks are expec- 
ted to become prominent in 
the asset-backed markets as 
pressure increases on them 
to impro v e their capital ade- 
quacy ratios and rachet up 
their return on equity. 

The number of domestic 
deals has been limit ed, how- 
ever, by Japanese regula- 
tions that have hampered 
their ability to transfer loans 
without the permission of 
the customers involved. 

The European asset- 


backed market is also expec- 
ted to grow, with German, 
Italian and French banks 
offering mortgage-backed 
bonds n ™i collateralised loan 
obligations. European mone- 
tary union is expected to 
stimulate a larger investor 
base for these securities. 


CME plans 
real estate 

derivatives 


By Norma Cobra, 
Property Correspondent 


The Chicago Mercantile 
gvnhan^ P is to seek regula- 
tory approval to trade 
futures and options con- 
tracts that for the first time 
^rlll offer investors a means 
to hedge their holdings in 
US real estate. - 

The CME said its board 
had approved plans for a 
futures contract, and options 
on futures, which will track 
the Standard & Foot’s Real 
Estate Investment Trust 
Composite Index, which is 
made up of roughly $13ibn 
worth of reit shares. 

Real estate is widely 
regarded by US and Euro- 
pean pension funds and 
insurance companies as a 
separate asset class from 
stocks or bonds. 

However, institutional 
investors in recent years 
have been paring their hold- 
ings of direct property 
because when markets turn 
down, they have proven so 
difficult to sefl. Even when 
markets are strong, it can 
take months to complete a 
purchase and overhead costs 
are high relative to stocks or 
bonds. 

The growth of a' deriva- 
tives market allowing inves- 
tors to get in and out of real 
estate quickly is seen as an 
important ingredient to pro- 
mote Investment generally. 

Rick Redding, vice-presi- 
dent of index products at the 
CME, said it intended to 
trade the derivatives on a 
screen, rather than use th? 
“open outcry" method. Cur- 
rently, the S&P REIT Index 
Is updated electronically 
every 15 seconds and prices 
are available via screen 

Mr Redding said the devel- 


opment of real estate deriva- 
tives has long been ham- 
pered by the absence of a 
traded real estate equities 
sector to underpin futures. 
Re its have been traded in 
the US since the 19603- They 
are tax-efficient vehicles that 
require companies to pass on 

95 per cent of profits to- 
investors in the form or divi- 
dends. 

However, until the last 
property crash In the early 
1990s, the sector’s market 
capitalisation never 
exceeded SIQbn. although 
now it is more than $l30bn. 
Institutional investors* disil- 
lusionment with direct prop- 
erty made it possible for 
reits to purchase assets 
cheaply from buyers desper- 
ate to sell, helping to spur 
the sector's growth, 

Mr Redding said he expec- 
ted the main purchasers of 
the new CME products to be 
institutional investors with 
direct property holdings, 

However, property special- 
ists said they believed the 
instruments would have 
little use for that purpose. 

"They will absolutely 
mimic the performance of 
reits." said Ian Reid, head of 
the property group at Bar- 
clays Bank and the creator 
of a proprietary property 
derivative instrument. “But 
they wont mimic the perfor- 
mance of real property." 

Brett Wilkerson, director 
of reit research at Boston- 
based Property and Portfolio 
Research, said he believed 
the new derivatives will do 
little to help real estate own- 
ers hedge. 

“We found that reits are 
not a true real estate mar- 
ket,” he said. Assets In reits 
are not representative of the 
market as a whole. 


BENCHMARK GOVERNMENT BONDS 
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CURRENCIES & MONEY 


Investors desert the high-yielders 


WORLD INTEREST RATES 


MONEY RATES 

*mtt am 


MARKETS RgQflT 

Ely Sbnon Kupsr 

The collapse of dozens of 
currencies continued yester- 
day. The Russian, Austra- 
lian, Canadian, Norwegian, 
Swedish, Greek ami central 
European currencies 
slumped further as investors 
pulled their money out of 
higfryieKBng. assets of every 
kind. The latest round of tar- 
moil began last week, when 
Russia’s devaluation of the 

rouble followed a revival In 

the Asian financial crisis 
and a fall in commodity 
prices- Russia yesterday 
indefinitely suspended trad- 
ing in the rouble on the 
Moscow Interbank Currency 

Exchange- 

However, foreign exchange 
strategists said that inves- 
tors' fa»d become indis- 
criminate. dragging many 
currencies down far further 
than wrmfimir* fi rndarngntaiha 
warranted. Michael Rosen- 
berg; global head of fixed-in- 


POUND SPOT FORWARD AGAINST THE POUND 


come research at Merrill 
Lynch in Mew York, said: 
“This is something uzfteUev- 
able. I think- Australia is a 

SCI faiining hny and Can a dbi n 

assets are a hoy, if you are 
willing to hold out and ride 
the waves. Because tfw**» are 
big waves - like Hurricane 
Barney." 

He expected the stricken 
currencies to fell further 
before they rallied. “Be who 
keeps his bead when every- 
one else is losing theirs. 
ha sn't heard the bad sews 
yet." he said. 

Some victim, countries - 
such as Greece . Sweden and 
Denmark - are MHVr in 
Asia nor closely tied to Sn% 

sia nor heavy exporters of 
commodities. Thar s uffering 
yesterday seemed to bear out 
the theory of Avinash Per- 

■ POUND IN NEW YORK 
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sand, h**d of global foreign 
exchange research at J J*. 
Morgan in London, who says 
that all M g fcj Mfflng - 
fall together when investors' 
appetite for risk «hrrninc hi 
times of global panfr 

■ if Mars had a currency it 
would be booming now. with 
the HM300 fight-year bond a 
particular draw to i n v est ors 
esc a ping the global market 
tnrmofl. But there were few 
Obvious safe havens on earth 
yesterday. 

The dollar, traditionally 
the first choice, was held 
back by the plunge an Wall 
Street The currency fell Y2 
against due yen to close in 

Loudon at Y142.7 and merely 
held steady against the 
D-Mark at DMLSO& 

The Japanese currency 
benefited as Investors des- 
erted high-yielding assets 
that they had funded with 
sales of yen. Kfemkp Sakaki- 
bara, the senior firtnwo min. 
istry, also helped with new 
explicit threats to intervene 
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for the yen. But with Japan's 
economy so shaky, few con- 
sider it a safe haven. 

The pound laid stronger 
claim to that status. It rose 
because it is seen as rela- 
tively disconnected from 
Rnnuri n ami Asia, in times 
like these, Investors are 
hardly taking fright at fore- 
casts of slowing growth in 
the UK economy. The Swiss 
franc also profited yesterday. 


m The Norwegian, Austra- 
lian and Canadian econo- 
mies are hardly disaster- 
tones. But all three coun- 
tries export commodities, 
and so their currencies 
plunged yesterday. 

The Norwegian krone fell 
harder than anyone had 
foreseen, from NKM.429 
against the D-Mark to 
NKj 4J336. Norges Bank sig- 
nalled on Monday that it 
would stop trying to keep 
the krone stable, and the fell 
in the price of oQ - which 
accounts far 40 per cent of 
Norwegian exports - has 
hardly helped either. 

The Canadian dollar 
recorded an all-time low yet 
a g ain , falling another 2 cents 

■ Offlffi CURRENCffS 

M Z7 t S 
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to C81.581 against the US 
do&ar even though the Bank 
of Canada raised interest 
rates by 1 percentage point. 
The hank rate rose from 5 

per cent to 6 per cent taking 
Canadian rates above US lev- 
els for the first time since 
1996. The Bank of England 
was also said to have inter- 
vened for the Canadian dol- 
lar yesterday on behalf of 
the UqnVr of 

ABN-Amro said that at a 
time of global panic a rate 
rise could do a currency no 
good. “Quite extraordinary 
really." was its comment on 
the Bank of Canada’s move. 

Commodities make up 
about 60 per cent of Austra- 
lian exports, so the Austin- . 
Ban dollar is a sick dingo. 1 
The Federal Reserve inter- 
vened for it yesterday on 
behalf of the Reserve Bank 
of Australia, yet the cur- 
rency also hit a new all-time 
low. hi late trading it was at 
90.555 to the US dollar, more 
than a cent below Wednes- 
day's previous record low. 
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DOLLAR SPOT FORWARD AGAINST THE DOLLAR 
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COMMODITIES & AGRICULTURE 


Indian, Bangladeshi fanners grow less jute 


By Kunal Bose in Calcutta 


India and Bangladesh, the 
world’s two largest produc- 
ers of jute, are harvesting a 
poor crop this season (from 
July 1998 to June 1999) 
against record production 
last year. 

More than 5m farmers 
engaged in jute cultivation 
in the two countries commit- 
ted 30 per cent less land to 
the crop for 1998-99 as jute 
fetched very poor prices last 

year. 


“The weather was once 
again excellent for growing 
jute in India and Bangla- 
desh. But the angry farmers 
are registering their protest 
by growing substantially 
less jute this season," said 
Nathmal Jhanwar, president 
of the Indian Jute Balers 
Association. 

Prices of jute, particularly 
of the superior grades, will 
rise sharply as the current 
season progresses, he said. 

According to trade offi- 
cials. the Indian jute crop is 


expected to fall to 7.5m hales 
of 180 kg each from 10.7m 
bales last year. 

“In this estimate, we have 
not factored in the possible 
loss of crops due to floods in 
the jute growing centres of 
Assam and West Bengal," 
said Kir Jhanwar. 

The industry has, how- 
ever, forecast a bigger crop 
of 8m bales. The Indian Jute 
mills, which depend largely 
on Bangladesh for top qual- 
ity jute, are concerned that 
the crop in the nei ghbo urin g 


country win be less than 5m 
bales, against last year’s 
record 6.3m bales. 

“We Imported 325,694 bales 
of jute from Bangladesh in 
1997-98. However, China and 
Pakistan both buy a lot more 
jute from Bangladesh than 
we do,” said a spokesman for 
the Indian Jute Mills Associ- 
ation. 

“We will not find it easy to 
import jute from Bangladesh 
this year even though our 
requirement' wfll be higher." 
he added. 


Last year's record , crop 
and lower demand for jute 
from its local mills enabled 
Bangladesh to lift exports to 
2.4m bales, from 2m bales in 
1996-97. 

“China, which is gradually 
releasing land from jute to 
other crops, Is sourcing: the 
material from Bangladesh to 
keep its jute factories run- 
ning. Chinese imports rose 
123.000 bales .to 74&000 bales 
last year. Pakistan also lifted 
Imports, from 480,000 bales 
to 72LQ0Q bales. 


There wffl be a big scram- 
ble for Bnngfadpshi jute this 
time,” said,Sushll Kariwala, 
rice-president .of Brria hiter- 
natinwfll, fine of India's larg- 
est jutegroups. 

The quality of Indian jute 
is better tins year as the riv- 
ers and canals are foil of 
water to allow proper retting 
of fibre. Even then, the 
Indian factories producing 
light jute yams and fabrics 
for the European and US 
markets wfll face Khnr t a gg of 
raw material.' 


Geologist taps a rich silver seam 

The discovery of possibly the most important deposit in a generation is set to revitalise 
mining activity in one of the poorest regions of Bolivia, writes Kenneth Gooding 


L arry Buchanan was high 
up in the Andes, eating 
his supper near a camp 
Ore and watching the sun go 
down. In the distance, some 
of the mountains turned a 
glorious orange in colour. 

To Mr Buchanan, a geolo- 
gist with 30 years’ experi- 
ence. this could mean only 
one thing - the mountains 
had been “altered" In that 
area, in other words they 
might have become injected 
with a mineral worth min- 
ing. 

With some colleagues the 
next day - and not without 
difficulty because this was 
14,000 feet, or 4.200 metres, 
up in the Andes - he hiked 
several kilometres to take 
geological samples. 

Every single one showed 
substantial traces of silver. 

That was in 1996. Now Mr 
Buchanan's discovery, possi- 
bly the most important sil- 
ver deposit in a generation, 
is to become the world's 
fourth largest silver mine, a 
substantial zinc producer, 
and is set to revitalise min- 
ing activity in Bolivia. 

This land-locked South 
American country, which 
stretches from the high 
Andes to the Amazonian jun- 
gles. has been closely associ- 
ated with silver production 
for most of its history. But a 
long period of low silver 
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prices and a lack of invest- 
ment in exploration in 
recent years has seen output 
fall steeply. 

Bolivia was also badly 
affected by the collapse in 
tin prices during the early 
1980s. Even so, mining con- 
tinues to provide Its main 
source of foreign exchange 
and employment. Bolivia 
exported minerals worth 
$519m last year, representing 
43 per cent of total export 
earnings. 

Mr Buchanan's discovery 
is in one of the country’s 
poorest and most depressed 
regions, the San Cristobal 
district about 500km south of 
the capital La Paz. In the 
past 400 years an estimated 
60m troy ounces of silver 
have been mined in the -area. 

Old-time miners missed 
the silver discovered by Mr 
Buchanan and his colleagues 
because it is finely dissemi- 
nated through the ore rather 
than visible in nuggets. 

Now Apex Silver, the com- 
pany where Mr Buchanan is 
chief geologist, is preparing 
to spend more than $300m to 
bring the San Cristobal mine 
into production. Construc- 
tion is expected to start next 
year and production in 2001. 
Annual output is expected to 
average 14m ounces of sil- 
ver, 132,700 tonnes of zinc 
and 39,500 tonnes of lead. 


Before Joining Apex Mr 
Buchanan was already well 
known In the luiniug indus- 
try as author of the “Buch- 
anan model" for the Identifi- 
cation of epithermal deposits 
- those on or just below the 
surface close to ancient 
vents or volcanoes and 
formed at low temperature 
and pressure. The San Cris- 
tobal deposit is in the throat 
of a volcano that became 
extinct 10m years ago. 

He was recruited by 
Thomas Kaplan, Apex 
founder, chairman and fnain 
shareholder, an American 
who came to mining via a 
circuitous route. 

After ga ining a history 
degree at Oxford University 
in England, for his doctorate 
Mr Kaplan focused on the 
UK government's strategy in 
south-east Asia. He says this 
sharpened his appreciation 
of hi&ory and cycles, which 
he later turned to good effect 
when working as a consul- 
tant for big financial institu- 
tions and investment funds. 

He used strategic forecast- 
ing, a method of financial 
analysis that relies an his- 
torical trends, to gain 
insight into future economic 
movements. He says this 
worked .particularly well for 
emerging market economies 
because of their more pro- 
nounced economic cycles. 


“I made my name by being 
b ullis h on Hong Kong after 
Tiananmen Square at the 
risk of appearing mercenary, 
and I was very fortunate in 
being able to forecast the 
Iraqi invasion of Kuwait," he 
says. In both these cases 
there was profit to be made 
in equity markets. 

In 1993 Mr Kaplan turned 
his attention to commodity 
markets *nri concluded that 
silver was ready to recover' 
from its depressed state. 

However, there were few 
stiver producers whose 
shares seemed worth buying, 
so he set up his own com- 
pany, Apex, with the ambi- 
tion of turning it into the 
world’s premier silver com- 
pany. 

He began be recruiting 
knowledgeable mining 
people. Apart from Mr Buch- 
anan, there Is Keith Hulley, 
from Australia's WMC, as 
president and chief operat- 
ing officer, and Mac 
DeGuire, who came from 
Newmont Mining, as 
vice-president, development. 



M 


r Buchanan started by 
laboriously reviewing 
thousands of property 
files, searching for potential 
purchases. It was during a 
visit to an .old silver mine, 
which he concluded was too 
for gone to be worth buying. 


that he saw the orange glow 
at sunset that led him to San 
CristobaL 

Mr Kaplan was lucky to 
receive financial backing 
from George Soros, the high- 
profile finan cier, who also 
takes a long-term positive 
view about silver's pros- 
pects. 

The initial investment 
came in December 1994 from 
private companies controlled 
by Mr Soros, his brother 
Paul, and others. When Apex 
listed on the American Stock 
Exchange in November last 
year, the Soros group bought 
more shares and now owns 
25 per cent 

Paul Soros and two other 
Soros representatives are on 
the board. Mr Kaplan has 
25.5 per cent of Apex. In 
total, management and insti- 


tutional shareholder s control 
80 per cent of the company, 
which means that Apex 
shares have only limited 
liquidity. 

This might rhangp when 
Apex raises funds to con- 
struct San CristobaL Asked 
how much shareholders will 
be asked to provide, Mr 
Kaplan says this will depend 
on market conditions at the 
time. Debt could cover as 
much. as 80 per cent, he 
points out. Apex has 
retained NAL Rothscbfld as 
project fhvmcR adviser and 
Barclays will provide project 
finance. 

No one doubts that one 
way or another, the - money 
will be provided for San Cris- 
tobal - the biggest single 
mining investment in Boliv- 
ia's modem history. 


Commodity 

price index at 
21 -year low 




MARKETS REPORT 


By Gary Mead 


A sense of fin de sieele crisis 
hung, over many commodity 
markets yesterday, symbol- 
ised by the Chicago-based 
Commodity Research 
Bureau index of 17 leading 
commodity prices felling to a 
21-year low of 196.08 points, 
thotigh the index has been 
reweighted several times 
since the last nad i r of 
December 1977. . 

Meanwhile, commodity 
specialists everywhere 
searched In vain for an obvi- 
ous way out of the Russian 
crisis, which has begun to 
affect various markets. 

In crude oil markets deal- 
ers were aware that Russia 
may attempt to buy its way 
out of the crisis by exporting 
more barrels in the search 
for US dollars. 

Russia’s long-standing 
unofficial policy has been to 
maximise its oQ output, and 
the cutting-off of access to 
foreign investment may 
mean In the medium term it 
pumps less, not more oiL 

However, in the short term 
It is bound to seek to 
increase exports, adding to 
the glut that has produced a 
crash in oil prices of more 
than 30 per cent this year. 

Ofi stocks in OECD coun- 
tries are now 210m barrels 
bigger than at this time last 
year. At the same time, com- 
pliance with the promised 
cuts by the Organisation of 
Petroleum Exporting Coun- 
tries seems to be very slack. 

According- to the latest 
analysis from Merrill Lynch, 
“the promised reductions are 
totalling just one out of 
every two promised barrels”. 

Oh the International 
Petroleum Exchange, Octo- 
ber dated Brent was $12.12 a 
barrel in late trhding, down 
38 cents from the previous 
dosing price. 


On New York's Mercantile 
Exchange the mood was 
even more bearish; Nymex 
October crude was down « 
cents to $13-09 a barrel in 
early trading. 

The London afternoon 
gold “fix" yesterday was 
down to an 18Vk-ycor low at 
$278.50 per troy ounce, 
against $28090 in the morn- 
ing, partly an growing suspi- 
cions in the market that 
Russia is increasingly using 
its reserves in swap deals- 

Some analysts suggest 
Russia may have lent as 
much as 200 tonnes of its 520 
tonnes of reserves in the 
form of swaps with Swiss. 
US and German banks. 

The Association of Rus- 
sian Banks yesterday pro- 
posed easing the regulations 
on purchasing gold, enabling 
the public to buy the pre- 
cious metal as an alternative 
to foreign currency. 

“We must create an infra- 
structure for the population 
to buy not only dol- 
lars ... but gold," said Sergei 
Yegorov, ARB president. 

Buyers of gold from com- 
mercial banks face VAT of 
20 per cent, while the price 
of gold is established by the 
central bank at l per cent 
over the London daily fixes. 

On the London Metal 
Exchange the recent neutral 
trend persisted, with only 
three-month nickel register- 
ing much movement, closing 
$90 lower at $4,080 a tonne. 

The mood was also quies- 
cent on the London Interna- 
tional Financial Futures 
Exchange, where cocoa and 
coffee futures again made 
tittle ground. Also on Liffe 
October white sugar fell to 
its lowest since February 
1988, at $277 a tonne. 

The International Grains 
Council said the world faced 
another bumper wheat crop, 
of an estimated 593m tonnes, 
in 1998. Prices tell again on 
all commodities markets. 
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Precious Metals continued GRAINS AND OIL SSDS 


SOU) C0MEX (100 Troy K4 S/fcoy Kj 


l WHEAT LITE (100 buna: E per tonne) 


SOFTS 

■ COCOA LITE (10 tang E/tenm) 


MEAT AND LIVESTOCK 

■ UVE UTILE CHE (ffl.DHKn; COMM 
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Total 63*i tonw 

n/a 


■ LEAD 6 per tom) 



dost 

, 525-7 

535-7 
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m 
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Sep 
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0840 
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15 
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+2 
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28X1 
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87 
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-050 
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+1 
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DM 
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-050 
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48 
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<7 
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M 
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-2 
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** 
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62525+0.125 6X750 .62450 

343 

X71Q 

Taw 





48578196890 
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■ PLATINUM NYMEX (50 Tray ol; Kray at) 
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22 
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16 

Total 



2455 10486 
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Mr 

26645 -845 

- 
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S 
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Sap 
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13 

35 
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Jut 
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14 
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1681 

+8 

- 

_ 

2 1,766 

Jn 

54400+0125 54450 5X800 

106 

501 

ta 

1710 

+8 

— 

_ 

20 1460 
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prim donga Kgl 1 m M U 

Aag TIBO +0«5 74X1 7320 248 425 

SV 73.95 * 055 MM 72.70 3534 12J97 

Dd 73 90 +0.40 74 CQ 7105 235 1543 
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ACROSS 

I Pitch - alternative fuel 
that facilitates motion (6-3) 
6 Some are back for co r poral 
punishment (5) 

9 Fired sailors in slow boat 
that capsized (5) 

10 Old units almost charge 
dear (9) 

11 It's given to bats when one 
ill dies from treatment (7,3) 

12 Avoid minor collision - 
almost (4) 

14 Quick swim round in tur- 
bulent sea of fat (7) 

15 Feeling produced by 
Elgar’s first movement (7) 

17 Estate needs men to finish 
early at work (7) 

lfl Make them pay for identifi- 
cation (7) 

20 Constable original of York 
was fake (4) 

22 Analysis of fluent, absorb- 
ing picture gives satisfac- 
tion (IQ) 

25 Immediately at home, the 
way a ton flies (9) - 

26 Material that’s normally 
Inside out and left over (5) 

27 Courage of winner very 
much in evidence © 

28 Feign innocence, having 
missed out table showing 
no gratitude (9) 


DOWN 

1 Conspiracy to have upper 
classes lying in state (5) 

2 An etanent of danger must 
be involved with intro (9) 


3 Slates are provided at no 
charge (2A5) 

4 When 8 becomes late (7) 

5 Long time in succession - 
like a pope (7) 

6 Worry about boiled meat 
and veg (4) 

7 Get to every one after the 
end of dinner (5) 

8 - A term for 16 (9) 

14 loo in total dependency (9) 

16 Expecting itSght ( Sd 
might not) be lunch on the 
move (25,4) 

18 Tend to miss point after 
pure chaos broke out (7) 

19 Trio, and keeps fallowing 
high notes (?) 

21 Problem's more upmarket 
though not hard (5) 

23 Colour of money was miss- 
ms from wages (5) 

24 HiJeis concerned with 
diet (4) 

Solution 9,771 
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LONDON STOCK EXCHANGE 


Global market sell-off sees Footsie tumble again 
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By Steve Thompson, 

UK Stock Market Editor 

There was more severe pain 
for global stock markets yes- 
terday and. London was no 
exception, with the main UK 
stoc k ma rket benchmark, 
the FTSE 100 index, suffer- 
ing its second consecutive 
three-figure slide. 

Bob Semple, UK equity 
market strategist at BT Alex 

Brown, said: “Equity mar- 
kets are likely to remain tur- 
bulent for some time. If we 
Start to see significant profit 
downgrades hitting the cor- 


porate sector as well, both in 
the UK and elsewhere, then 
the correction phase could 
be worse than down 20 per 
cent Investors prepared to 
back the long-term view 
should be buying into any 
weakness.” 

But he emphasised: “While 
the economic ramifications 
of Bussian flimnriai instabil- 
ity and recession In Asia 
may not be massive for the 
UK, they are certainly hurt- 
ing sentiment in interna- 
tional equity markets and 
pushing investors towards 

government bonds.” 

The FTSE 100 was left 
nursing a 176-9 or 3.2 per 


cent decline at 5,36&5'£or a 
two-day fall of 285.9 or 5.1 
per cent At Its worst, just 
before the close of trading, 
the FTSE 100 was down 
191.9, coinciding with the 
Dow seemingly In free-fall. 

■ Second-liners had to 
absorb heavy losses. Linger- 
ing worries that the FTSE 
260 might lose the 5,000 level 
were confirmed with that 
index plunging through -1900 
and finishing 125.0 lower at 
4£97.0, a Call of 2.5 per cent 

in a single session. 

The performance of the 
SmallCap was even worse 
than the midcap, that index 
reversing 64.0 to -2,187.4. 


Strap declines in London 
shares spread right across 
the board, unlike some of 
the recent sessions, which 
bad seen the main thrust of 
selling generally confined to 
the leaders. 

Again it was the economic 
and financial crises gripping 
Russia that sparked the 
sell-Qff in world stock mar- 
kets, with leading European 
bourses, notably Frankfurt 
and 'Paris 1 , sustaining more 


Those falls came on the 
heels of an overnight 79- 
point slide In Wall Street's 
Dow Jones Industrial Aver- 
age and widespread weak- 


ness among most of the 
Aslan . markets, especially 
Tokyo; which dropped more 
than 3 per cent Hong Kong 
managed a 1 per cent rise 
amid suspicions that this 
government bad continued 
to prop up the market 
The gloom encompassing 
London was not all down to 

global turbulence- The latest 

Confederation of British 

Industry survey of monthly 

trends painted a picture of 
relentless gloom in manufac- 
turing. caning on the gov- 
ernment to Implement an 
early cut in interest rales to 
prevent the economy sliding 
more than necessary, while 


stiH reaching its 2J5 per cent 
inflation target. 

Tories of institutions sell- 
ing big fines of stocks were 
ignored by marketmakers. 
“The big Institutions strug- 
gle to' buy fines of quality 
st oc k ln~ good markets and 
they know better than to 
unload quality stock when 
markets are on the slide,” 
said one dealer. 

There were, however, 
some niggles among brokers 
that some marketmakers 
were reluctant to respond to 
urgent phone calls. 

Turnover at 6pm was 
881.0m shares, well up on 
activity in recent sessions. 
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Zeneca 
offers 
a tonic 

COMPANIES REPORT 

By Peter John and Joel Mbazo 


In a stock market offering 
nothing less than a severe 
migraine yesterday only 
Zeneca appeared to be hand- 
ing round the headache tab- 
lets. 

They may not have ended 
as the best performers in 
Footsie, but they were out- 
standing until minutes 
before the close as a combi- 
nation of defensive buying 
and product approval sent 
the shares up more than 2 
per cent at best. 

The sector is on one of the 
highest ratings in the mar- 
ket topped only by fast- 
moving telecommunications 
and information technology 
stocks. 

And the leaders are also 
exposed to big moves in 
international markets 
because of their weightings 
in the US. However analysts 
said the sector offered an 
obvious safe haven in the 
face of international turmoil 
and Zeneca was particularly 
attractive because it had 
been heavily sold recently 
and the company had the 
potential of a boast to US 
earnings. 

Dealers said the US Food 
and Drug Administration, 
the world's most powerful 
medical regulatory author- 


ity, would next week be 
looking at an extension of 
use for Tamoxifen, Zeneca's 
breast cancer treatment 

The product accounts for 
12 per cent of group pharma- 
ceutical sales. 

James Culverwell of Mer- 
rill Lynch said: "Although 
there is limited' patent pro- 
tection for Tamoxifen, 
approval could give the prod- . 
uct a whole new lease of 
life.” The shares were up 80 
at best before being dragged 
bad to end a net 14 higher 
at £2380. 

Investors seeking a safe 
haven in a turbulent market 
turned to the food retailers, 
helping leading stocks in the 


sector outperform the poor 
market trend. 

Food retailers have been 
out of favour in recent 
months on the . back of 
growth concerns, bat Tesco 
stood out among its peers, 
the shares dosing a penny 
ahead at 160p, the best per- 
former in the FTSE. 100. 
Active dialling in the stock 
brought volume of 18m, the 
third most active. Footsie 
stock yesterday. • 

Merrill Lynch was said to 
have Ri gRTig hted tim attrac- 
tions of the sector. Dealers 
also attributed the advance 
to a recovery following a 
decline on Wednesday when 
shares in Tesco and other 
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leading supermarkets 
dropped hi active trading as 
a report from .' Institute of 
Grocery Distributors, show- 
ing a 2.7 per cent year-on- 
year drop in the week ended 
August22.- - 

However, analysts played 
down the concerns about 
weekly data on sales, noting 
that last year’s figure was 
ar tificially etrnn g due to an 
earlier August bank holiday. 

In the rest of the sector, 
Asda eased 5 to 170p while J 
Salnsbnry eased a penny to 
505p. Safeway fell 2V4 to 
309‘Ap and Somerfield 
declined 4% to 365p. 

Aero-engine maker 
Rolls-Royce surrendered 18 
to 203p in trade of 11m as 
several analysts came to the 
view that profits may came 
under pressure in the short 
tern because of low-margin 
civil aerospace sales. 

Specialists on the sector 
said the - group needs to 
increase its higher-margin 
after-market sales. 

The group reported a rise 
in first-half profits but ana- 
lysts said this. was partly due 
to lower net research and 
development spending. Sev- 
eral suggested they would he 
downgrading the stock. 
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On Tuesday, Rolls 
shrugged off recent weak- 
ness as the market cele- 
brated the announcement of 
new orders to power the 
British Airways fleet. The 
International Aero Fnginps 
consortium, in which BoDs 
is involved with Pratt & 
Whitney, is to supply the 
engines to the Airbus air- 
craft It ordered. 

British. Airways gave up 
31 to 468p. As a result of 
expected continued revenue 
weakness, Salomon Smith 
Barney has downgraded its 
Itll-year forecasts. Operating 
profit was reduced from 
£51 7m to £880m. while the 
pre-tax profits figure was cut 
from £700m to £S18m. Salo- 
mon also downgraded its tar- 
get price from 750p to 68pp. 

Shell ffiscoimt 

There was tittle let-up for 
the oil sector yesterday and 
Shell Transport tumbled in 
spite , of a short-term positive 
recommendation from one 
US broker. 

Shares in the company hit 
a 20-month low as the price 
of Brent crude for September 
dipped below $12. 

Lehman Brothers reiter- 
ated . its “underperform" 
recommendation stance on 
the stock. However, the US 
broker told clients that the 
shares offered a short-term 
buying opportunity. 

The broker said that the 
internationally-traded stock 
was at a “rarely seen" dis- 
count of up to 17 per cent to 
its US peers. 


Tollman added that the 
Investment profile of the 
company was assisted by the 
potential of a Joint market- 
ing ventu re with the Euro- 
pean arm of Texaco. The 
shares fell 13% to 328%p. 

Household products group 
Reckftt and Cobnan shed 66 
-to 962p as it said it expected 
the cost of ensuring its com- 
puter systems can handle 
the year 2000 to be £60m. 
The group said it had taken 
a charge of £16m against 
first-half profit for a compli- 
ance programme, with an 
estimated £25m to be taken 
against second-half earnings. 

Most of the telecoms fol- 
lowed the poor market trend. 
Cable & Wireless fell 72 to 
646p while British Telecom- 
munications eased 6 to 826p 
after trade of 10m. 

Among mobile phone oper- 
ators, Orange fell 35 to 740p, 
while Vodafone Group 
which saw turnover of 14m 
declined 32 to 875p. 

BAT Industries fell 30 to 
600p as the grey market 
opened on the tobacco arm, 
which is being demerged on 
September & 

Shares in Newcastle 
United strongly outper- 
formed the market rising 6% 
to 63p following news that 
Kenny Dalglish had been 
sacked as team manager of 
the Premiership football dob 
and replaced- by former Chel- - 
sea manager Ruud Gullit 

However, several football 
sector analysts questioned 
the timing of Mr Dalglish’s 
departure given that the new 
season is only three weeks 
okL ■ ■ ■ - 

Others questioned the wis- 
dom of allowing Mr Dalglish 
to spend around £15m on 
new players in the dose sea- 
son before his Immediate 
departure. 

Lex Service fell 81% to 
433p after saying it intends 
to make an offer for all its 
6.5 per cent preference 
shares at a price of 130p per 
share. There are around 
1.008m 6.5 per cent prefer- 1 
ence shares in issue. 
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Russian fears drive investors to safe havens 


MARKET FOCUS 


WORLD OVBi VIEW 


The collapse in stock 
markets continued as fears 
over the outlook for the Rus- 
sian political system and the 
Japanese economy drove 
international investors back 
Into safe havens of cash 
and western government 
bonds, writes Simon Davies. 

The effective Russian 
default sparked fears of a 
knock-on effect throughout 
the developing world, and 
with the Russian restructur- 


ing failing to halt the slide 
In the country’s financial 
markets, the global sell-off 
continued. 

The Hong Kong stock mar- 
ket was the exception, with 
further intervention from 
the Hong Kong Monetary 
Authority providing the 
impetus for another rally. 

However, Tokyo continued 
to slump and the stock mar- 
ket correction spread to 
Europe, where investors 
demonstrated concerns over 
the political risks implied by 


the Russian crisis, as well as 
the direct economic impact. 

The FTSE Eurotop 100 
index of pan-European 
stocks was down 3.44 per 
cent, and the sell-off picked 
up steam in early trading in 
the Americas. “Russia does 
not have an enormous im- 
pact on the developed world, 

but it is driving down com- 
modity markets and inves- 
tors are now repricing risk 
globally," said Philip Ishar- 
wood, equity strategist at 
Dresdner Klein wort Benson. 


The flight to safety contin- 
ued, with Western govern- 
ment bond yidds continuing 
to fa l l, and the US and Ger- 
many achieving record lows, 
demonstrating the rapidly 
felling appetite for risk, and 
growing concerns over eco- 
nomic growth rates in the 
developed world. 

One busy European equi- 
ties trader said: “It’s time to 
put your tin hat ml This is 
not going to be a ftin ride.” 

Banks were particularly 
hard hit, given the potential 


for trading losses and provi- 
sioning cm emerging market 
loans, as demonstrated by 
the recent statement from 
Credit Suisse First Boston. 

Strategists are concerned 
that as the cost of borrowing 
in emerging markets spreads 
from eastern Europe to Latin 
America, it will drive that 
region into recession and 
have a direct impact on US 
earnings and therefore its 
stock market This in turn 
would impact on US demand 
for Latin American goods, 


creating a vicious spiral. 

However, HSBC continued 
to argue that the recent 
slump offered an opportu- 
nity for bargain hunting, as 
earnings-driven bear mar- 
kets require a collapse in 
profit expectations, some- 
thing yet to emerge. 

HSBC is projecting global 
earnings growth of 5-6 per 
cent next year, and points 
out' that global earnings 
upgrades have exceeded 
downgrades in the last six 
months. 


Nordics chilled 

by eastern gale 


Bears show 
no mercy to 
Wall Street 


Financials lead Frankfurt fall 


BIROPE 


AMERICAS 


Investors continued to bail 
out of US shares as concerns 
grew about Russia, and the 
Dow Jones Industrial Aver- 
age tumbled more than 350 
points in late-morning trade, 
writes John Intel tn New 
York. 

Bearish investors spared 
few sectors, with blue chips, 
financials, technology and 
small -company shares all 
fairing ywah te hits. 

Trading worsened after 
Republic New York, the ZLst 
largest US bank, said it 
would incur more than 
$l55m in charges in the third 
quarter due to Russian mar- 
ket exposure. Republic's 
shares plunged $4 or almost 
8 per cent to $46%. 

“Republic is a stark 
reminder that is real, 
and will impact sales and 
earnings of companies," said 
Hugh Johnson, chief invest- 
ment officer at First Albany. 

By early afternoon the 
Dow was off 26556, a fall of 
3.1 per cent, to 8J25759. The 
broader Standard & Poor’s 
500 index fell 34.57 to 
1,04952. The Nasdaq compos- 
ite, which Is heavily 
weighted in technology 
shares, was down 7851 or 4.4 
per cent to 1588.82 while the 
Russell 2000 index of small- 
cap shares fell 1551 to 365.11. 

US Treasuries soared as 
stocks plunged, with the 
benchmark long bond up ft 
to 101ft, sending the yield to 
record lows at 5569 per cent 

In spite of the widespread 
early sell-off, traders said the 
pace did not suggest that 
investors were panicking. 

Banking shares were down 
across the board, sending 
the Philadelphia Stock 
Exchange's banking index 


down 5.4 per cent to 702.12. 
Among the hardest fellers, 
Chase Manha ttan fell 75 per 
cent to |59]J and JJP. Morgan 
plunged $7ft to $110%. 

Cendant shares plunged 
almost 13 per cent to $i2ft 
after the troubled company 
made new announcements 
about its financial repenting 
policies. 

Starward Hotels fell $3& or 
more than 7 per cent to $39ft 
after it announced a $l4bn 
charge and restructuring. 
Other real estate Investment 
trust s took a tumble, with 
Patriot America down more 
than 5 per cent to $15%. 

Computer-related shares 
al go fell back, wiriftig the 
Pacific Stock Exchange’s 
technology index off 4.7 per 
cent to 319.63. Shares of 
Cisco Systems were down 
$3ftto$99ft. 

TORONTO plunged as well 
as the central bank tried to 
support the faltering Cana- 
dian dollar by raising inter - 
est rates, and the TSE 300 
lost 325.70 or 55 per cent to 
554650. 

The key interest rate was 
Increased by 1 percentage 
point to 6 per cent, while the 
leading commercial banks 
followed by raising their 
prime lending rates. Shares 
dropped more than 8 per 
cent at one point, but 
regained ground on bargain- 
hunting. 

Commodity-based stocks 
were lower with oil and gas 
down 55 per cent with Talis- 
man Energy down C$355 or 
10 per cent to C$28.65 and 
Canadian Occidental Petro- 
leum losing C$2.15 or more 
than 9 per cent to C$21. 

Metals and minerals were 
down more than 6 per cent 
while gold and precious min- 
erals lost 5.4 per cent. 


The worsening economic 
situation in Russia and 
increasing Latin America n 
worries sent FRANKFURT, 
and much of the rest of 
Europe, sharply lower. 

The Xetra Dax Index 
closed 23459 down at the 
day's low of 5,012.73, com- 
pared with the Bax's floor 
Close of 5.06054. 

Financials led the slide. 
Bayerische Verelnsbank, a 
recent outperfbrmer, was the 
hardest hit, losing DM165 to 
DM14150. Deutsche Bank 
shed DM840 to DM113.30, 
Dreedner was DM2.74 lower 
at DM85.15 and Commerz- 
bank lost DM1.60 to DM5250. 

SAP closed down DM75.20 
at DM1,042 following news 
that it was being sued in the 
US by FoxMeyer over the 
alleged misrepresentation of 
a software system. 


Moscow plunges by another 17% 


Moscow continued to 
plummet with the Russian 
Tradfr ig System's 
RTS1 -Interfax index tailing 
17 per cent to dose at its 
lowest recorded level since 
it was introduced in 
September 1995. The index 
lost 13.087 to 63.195 as the 


crisis facing the country 
grew by the hour. 
BUDAPEST received 
another thrashing from 
heavy, panic selling with.the 
Bux index felling 918.40 or 
14.4 per cent to 5,48756, 
the market's second largest 
one-day fall. 


THE DAY’S CHANGES 
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Sao Paulo down 7.3% 


Deepening fears of a 
spreading Russian contagion 
hurt Latin American mar- 
kets. SAO PAULO was 
among the hardest hit with 
the Bovespa falling 540 or 75 
per cent to 6508. 

Government officials tried 
to alleviate concerns among 
investors. The finance minis- 
try's economic policy secre- 
tary said the latest plunge in 
Brazilian shares would not 
hurt the local economy. 

Telebr&s, which accounts 
for about half of overall trad- 


ing, fell R$640 or 75 per cent 
to RS88.10 while Eletrobrds 
declined RS2.70 or 125 per 
cents to RS195Q. 

BUENOS AIRES was hit 
by banking and steel stocks 
with the Merval index down 
2958 or 75 per cent to 374.43. 

Banco Galicia fell 0525 
pesos to 2.975 pesos while 
Siderca, the steelmaker lost 
0.118 pesos to 1.062 pesos. 

CARACAS tumbled to a 29- 
month low with tiie IBC 
index down 24050 or 75 per 
cent to 2585.11. 


PARIS extended its early 
losses as Wall Street opened 
lower and by the close, the 
CAC 40 index was down 
16753 at 3.74554. Turnover 
of FFrl8.7bn was higher 
than that seen in recent ses- 
sions. 

France Telecom tumbled 
FFr31 or 6.5 per cent to 
FFr446 in volume of 
FFrl3bn, making it the most 
traded stock of the session. 

Among other index-heavy 
shares to be sold off Alcatel 
Alstham lost FFr84 or 7.7 per 
cent to 1,010 and Vivendi 
closing 16 lower at 1,19?. 

Financials were sharply 
lower, with Socfete GdnGrale 
felling FFr50 or 5.1 per cent 
to FFr1,108. BNP down 
FFr2240 at FFr404 and Pari- 
bas FFrll lower at FFr529, 

The tumble came after 
Lehman Brothers recom- 
mended an overweight posi- 
tion in the French bank sec- 
tor on the view that the 
market was putting exces- 
sive discounts on concerns 
o ver th e Russia exposure. 

ZURICH plunged as the 
banks and other financials 
were sold down and the SMI 
index lost 867.4 to 65454. 

CS Group, which said ear- 
lier in the week that global 
market turmoil bad lopped 
around $250m fro m its CSFB 
investment bank’s profits 
since the end of the first 
half, lost SF12350 or 85 per 


cent to SFr26L50 in huge 
turnover of $L2bn. UBS lost 
*SFx27 or 54 per cent to 
SFr497 in trade of SFrTTOm. 

Swiss Re was even harder 
hit, tumbling SFr358 to 
SFr3422, ahead of its release 
of first-half results next 
Wednesday, and Zurich lost 
SFr91 to SFr870. falls 
described by one analyst as 
“totally exaggerated". 

Among the pharmaceuti- 
cals, Novartis made a good 
start to the day cm the back 
of first-half profit figures 
which met most expecta- 
tions. But by the close, the 
shares were marked down 
SF766 to SFl2J34L 

ABB, down SSFr90 to 
SFrl.685, and Holder bank, 
SFr71 lower at SFr 1,499, 
wets both hit by concerns 
about Latin America. 

AMSTERDAM fell, led by 
financials , with, the AEX 
index losing 24.74 to 1 43356. 

ING fell FI 6.10 to FI 12350 
in spite of its first-half 
results, which showed a 74 
per cent rise in net profits. 
Philips declined IT 8.10 to 
FI 135.50 on its announce- 
ment earlier this week that 
its PCC telecoms joint ven- 
ture was unlikely to reach 
break-even this year. 

MADRID was hit by fears 
over latin American expo- 
sure, and the general index 
dosed down 47.12 or 55 per 
cent to 76210. 

Fears that the Russian tur- 
moil would hit Latin Amer- 
ica continued to hurt compa- 
nies with extensive ties and 
investments in the region. 

BCR fell Ptal70 or 10 per 
coot to Ptal540, Banco Bil- 
bao Vlzacaya lost PtallO or 
54 per cent to Ptal595 and 
Santander declined Pta260 or 


8.6 per cent to Pta2,770. Tele- 
fonica lost Pta400 or 64 per 
cent to Pta6.Q30. - 

MILAN tumbled led by 
stocks regarded as exposed 
to T^trn America and Rus- 
sia, and the Mlbtel index fell 
1413 to 21599. 

Banca Commerriale Ital- 
ians, which is seen as 
exposed to Latin America, 
lost L1514 or almost 8 per 
cent to L114B7. Pirelli, also 
involved in the region, fell 
L315 or 6 per cent to L4,793. 

Fiat, with a joint venture 
in Russia, declined I486 or 
6. 5 per cent to L5.688. 

VIENNA was shaken by 
fears of the negative impact 
on its key export markets in 
central and eastern Europe, 
and the ATX index Ml 62.66 
or 5-per cent to 1,19149. 

Leading bine chips were 
down. Bank Austria, the 
largest bank, lost SdbfiO or 
74 per cent to SchTOO, and 
oil group OMV declined 
Sch4750 to Schl.lQ7.50. 

WARSAW fell to a 22- 
month low on foreign seU- 
ing, and the Wig index 


fell 841.70 to 13,001.40. 

Soffttank fell 4 zlotys to 
6050 xtetys while Eleftrim 
lost 4.10 zlotys to 37 zlotys. 

ATHENS came under 
severe pressure, registering 
one of its largest ever falls, 
with many equities finishing 
at or near their lower daily 
volatility limits. The general 
index plunged 190.42 or 7.7 
percent at 2481-33. 

ISTANBUL plummeted 
mare than 13 per cent to end 
just “off its lowest levels for 
1998 as the Russian crisis 



SWfcfv . 


continued to take its tolL 
The IMKB National-100 
index, down 8 per cent , on 
Wednesday, plummeted 
another 89346 to 2,80349, 43 
per cent below the all-time 
closing high in July. 


Written and edited by Michael 
Morgan, ErAd Terazono, Paid 
Gregan and Mar Hal 


A cold wind is blowing 
through Scandinavian equity 
and currency markets, com- 
ing straight from Russia. 

Nervousness caused 1 by the 
crisis in Moscow has com- 
pounded jitters - most 
noticeably in Norway over 
inflationary pressures and 
the risk of a hard economic 

landing this year or next 

That has undermined con- 
fidence in the Swedish and 
Danish markets," even 
though their fundamental 
economic indicators are 
much, healthie r than in Nor- 
way, and the prospect of a 
sharp downturn is less real 
than imagined. 

But this week’s currency 
and equity market perfor- 
mance tn all three countries 
makes grim viewing. 

The decision by Norges 
Rank , the country's central 
hank, to abandon Its defence 
of the . krone on Monday 
unnerved equity investors. 

The Oslo Totalindeks, 
-already hit by Its exposure 
to oil and shipping stocks, 
has figrftripfi 2051 per cent in 
August - streaking ahead of 
the Madrid Ibex 35 and Sing- 
apore's Straits Times index 
as. one of the world’s worst 
performers. 

. Yesterday, the all share 
index in Oslo fell a further 
34 per cent as banking 
shares reacted negatively to 
the central bank’s announce- 
ment' that rates would 
remain unchanged after 
seven increases this year. 

Energy stocks have been 
further undermined by vola- 
tile commodity costs. Fred 
Olsen Energy and Smedvig - 
both vulnerable to oil prices 
- have dropped almost 40 
per cent this year. 

. Currency losses have not 
helped. And the Norwegian 
bone fell 3.4 per cent- 
againat the Ecu yesterday to 
an right-year low. 

The Swedish Danish 
currencies have fared better, 
but not much. The Swedish 
krona yesterday continued 
to fall and bond yields 
moved upwards.' 

The SX general index in 
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Stockholm was down 9155 at 
3438.52. prompting one 
Stockholm broker to com- 
ment; “There is talk we have 
reached the beginning of a 
bear market in equities, but 
to be honest that is all going 
to depend on what happens 
on Wall Street, not so much 
. on fluctuations here." 

The market has been hit 
by some mixed first-half 
results and a realisation 
among analysts that their 
earnings forecasts were 
wildly over-optimistic, par- 
ticularly in the paper and 
engineering sectors. 

Of the weakest performers, 
medical technology group 
Gambro has seen its shares 
slide 36 per cent in the past 
ninnth r rinsing down SKrl-50 
at SK791 yesterday. 

By comparison, Copen- 
hagen has looked healthier. 
The bourse was down almost 
3 per cent yesterday. The 
D anish krone has stabilised 
following central bank inter- 
vention earlier in the week, 
and the pressure on equities 
has been offset by better- 
than-expected results from 
several large companies. 

“The market and currency 
Is following our neighbours 
down, but not so griev- 
ously,” said one Copenhagen 
lacker. “It has been pretty 
wild in the Nordics- for the 
past couple of days - the 
best we can hope for is a 
period of calm.” 


Tim Burt 


SOUTH AFRICA 


Johannesburg remained 
under a Russian cloud as 
R59bn was wiped from its 
market capitalisation. 

The overall index, down 6 
per cent on Wednesday, tum- 
bled another 813.4 or 5.7 per 
cent to 5,218.6. Industrials 
lost 6 per cent to 6,1063 
while financials ware down 
94 per cent to 8492. 

Against the trend, golds 
managed a 0.6 per cent 
advance to 784.7. 


Tokyo tumbles to 6-vear nadir 


ASIA PACIFIC 


The fells In other major 
equity markets and renewed 
jitters about the Japanese 
financial sector sent TOKYO 
plunging to a six-year low, 
writes Gillum Tfett. 

The Nikkei 22S average fell 
45244 or 3 per cent to dose 
at 14,413.79. This was the 
lowest post-bubble close 
since August IB 1992, when 
the market fell to 14,309.41. 

During the day. the index 
briefly touched 1457847 and 
traders warned that the mar- 
ket COUld SOQn fell through 
the post-bubble era record. 
At its best, the index 
reached 14,794.41. Losing 
issues crushed winners 1,030 
to 144 with U4 unchanged. 

The Toplx index also 
slumped to a six-year low of 
1.11657. down 3044 or 25 per 
cent Volume on the Tokyo 
Stock Exchange was around 
500m shares, up from 
on Wednesday. 

One reason for the dump, 
analysts said, was the 
decline in European and US 
markets the previous day. 
There is also alarm about 
the financial sector - above 
all, the political deadlock 
that is now hampering any 
rapid response to the bank- 
ing problems. 

The share prices of all 19 
major banks tumbled for a 
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second day. The sector as a 
whole dropped 3 per cent, 
leaving it 49 per cent below 
its level a year ago and 36 
per cent below this year’s 
peak in February. 

The Long Term Credit 
Bank of Japan, which 
recently unveiled a restruct- 
uring plan in a bid to win an 
injection of public funds, Ml 
Y5 to Y52. Sumitomo Trust, 
which is considering merg- 
ing With LTCR fdl Y29 to 
Y364. Bank of Tokyo Mitsu- 
bishi dropped Y51 to "71,095. 

KUALA LUMPUR tumbled 
as Mahathir Mohamad, the 
mime minister, npniwiTieeri a 
7 per cent contraction in sec- 
ond-quarter gross domestic 
product figures, triggering a 
1058 or 8.4 per cent decline 


of the composite index to 
323.09. The GDP figure, 
which follows a 15 per cent 
contraction in the first quar- 
ter, confirms the eco no my is 
officially in a r ec ession. 

Tenaga Naslonal fell 8 
cents to MJ2.18 while Tele- 
kom Malaysia lost 20 cents 
to M$550. 

HONG KONG closed 
higher after a battle between 
speculative sellers and the 
government, which contin- 
ued to buy aggressively in 
the market 

The Hang Seng index 
added 88.75 to 7,922.87, 
extending to 19 per cent its 
rise since August 14. when 
the monetary authority 
began to buy stocks and 
Index futures in the market 
to Mid off currency specula- 
tors. The day's turnover of 
HKS23bn was the highest 
since last November. 

JAKARTA fen 2.7 per cent 
as investors , braced them- 
selves for poor first-half 
results that have to be 
annonnond by listed compa- 
nies by the end of the 
month. The composite inripy 
fell 558 to 35445 as the mar- 
ket remained beset by high 
domestic interest rates. 

MANILA fell to a 68-month 
low as reports of a row 
between the Philippine 
defence chief and top saner- 
als prompted speculation 


about an impending coup. 
The composite index lost 
2053 to 146659. 

SINGAPORE . closed at 
another 10-year low- in 
response to worse- than- 
expected interim results 
from NatSteel on Wednesday 
and as Investors, braced 
themselves for dismal half- 
year figures from Cycle 
& Carriage delivered after 
hours. 

The Straits Times Indus- 
trial Average lost 1457 At 
91058 as C&C fell 29 cents to 
S$259 and NatSteel gave up 
17 cents to SIL82. 

SYDNEY was hit by the 
further slump in the Austra- 
lian dollar, and the AH Ordi- 
naries index closed down 
47.40 or almost 2 per cent at 
256040. 

Brambles Industries, 
which announced a 165 per 
cent rise in net profits for 
the year, fell 71 cents or over 
2 per cent to A334L40 while 
utilities group AGL fell 21 
cents to A89.77. 

WELLINGTON retreated 
as pessimism over global 
markets weighed on share 
prices, and the NTS £-40 
index fell 3243 or 1.7 per 
cent to 151053. 

Sentiment was also hit as 
interest rales edged up. Most 
blue chips fell, with Telecom 
down 7 cents to NZ$8, and 
Paper 8 cents to NZ$L44. 
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Let us help you navigate the 
new euro fixed income markets 
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Launched od the 1st of July, the Lehman Brothers Euro-Aggregate Index is set to 
become the definitive measure of portfolio performance in Europe's new single currency market. 
. Featuring some 7,000 euro-denominated fixed income securities, it draws on our 
25 years' experience of structuring bond indices: a track record that explains why over 
70% of US institutional invef.ors use Lehman, Brothers' benchmarks, and why we were voted 
1.997's No.I bond index provider in Institutional Investor magazine's annual investor poll. 
For more information call the index support group in London on 017 1 260 2787 
or in New York on 212 526 6744 today. And be sure of charting the right course 
in 1999's new euro fixed income markets. 
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